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LEGISLATIVE ASSEMBLY.’ 

A/onthy, 7th Match, 1927. 


flit. Abbembi} met m the Abbembl^r Chamber ot the Council House at 
■Eleven of the Clock, ^Ir. President in the Chair 


MEMBER SWORN 

SarJiU* Sir Buintmii Ardeshir Dalai, Kt ^ M.L.A (Bomba\ . Nominated 
Non-Official). 


QUESTIONS AND \NSWEES 

Ikdun Show givbv tx Bekli\ ttxdeb th*, Dii ectiok ok Miu HAouiiBBCK. 

725. *Lala Lajpat Bai; 1. Has the attention ot Government been dra^i) 
to an artide that appeared in the Hindu of Madras**, dated Ecbruar> 
6th, 1927, under the caption ** Exploitation of Indians in European 
countrie«4 Are the facts stated therein far as thev relate to the Gov- 
ernment of India correct? 

2. If so, will the Govermnont of India lay on the table of the House 
the correspondence that passed between the Government of India and Mr 
Hagenbeck relating (o the grant of passports to the Indians whom Mr 
Hagenbecfc took to Europe for the purpose of being shown as exhibits 
zoological gardens'* 

8, Is it a fact that Indians have been used as exhibits in German 
zoological gardens by several circus and other companies^ 

4. Is it a fact that there is a firm in Madras which acts as an agent ot 
circus companies of Germany for choosing and sending Indians for the pur- 
pose of showing them in Europe as a part of their show** 

5. Is it a fact that the Indians in the Hagenbeck troop have received 
passports for five years on the Govermnent of India receiving Es 25,000 as 
security for being sent back to India after 6 years? 

The Honourable Sir Alexander Huddizuan: The Government ot India 
have seen the article in question 1 would refer the Honourable Mtniber to 
the answer to Mr. Mukhtar Singh *s question on the same subject on the 
4th March, 1927. There was no coirespondonco between ilie Government 
ot India and Mr Hagenbeck 

IxspEcrrox or the Cherwibadi Posr OrncE by Tin St perivtemh'nt ok 
Post OvncES, Nilgiri Divisiov 

726. 'Ur. M. E. Acharya: (a) Will Government be pleased lo sftato 
the date on which the Cherambadi post office was inspected by Lieutenant- 
Colonel W A Smith Superintendent of Post Offices. Nilgiri Division, in 
December, 1926? 


r 170.0 . 
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(b) Is a a tact that the telegraph branch oi that office was not inspected 
b,> the Superintendent during the time he was at that station on inspection 
duty, but that after a week of his inspection, the prescribed form of inspec- 
tion report for chat branch was sent to the Sub-Postmaster for filling in 
the statistical colnimns and noting the delavs in the disposal of telegrams 
dealt with? 

(c) Is it a fact that some of the message drafts which wore m the 
office on the date of inspection had already been despatched by the Sub- 
Postmaster to the Telegraph Check Office in consequence of which the 
delays in the disposal of the telegrams for those days could not be noted 
in the inspection form? 

(d) Is this procedure oi the Superintendent authorised by the rules of 
the department? If not, what steps do Government propose to take against 
tho Superintendent? If not, why? 

Sir Oanen Boy: (u) 6tb December 

(b) The telegraph brantsh was duly iubpected. But during the inspec- 
tion the Superintendent omitted to work out hourly traffic and percentage 
of delays in disposal of telegrams for which purpose he sent the form .of 
Inspection Beporfc to the Sub-Postmaster for completion 

(c) Yes 

(d) The procedure adopted by the Superintendent is quite unauthorised. 
The irregularity lias been pointed out to the Superintendent by the Post- 
master-General 


StOPPAGK 01 'HK iNCHEMSNrS THHBll. PoSTAL OfPH KLS IK THS NlfGIRI 

Divisiok. 

727. "^Kr. M. K. Achaiya: (a) Will Govei^nment be pleased co state 
it it is a fact that the increments of three officials of the clerical cadre in 
tho Nilgiri Division were stopped during January, 1927, for various periods 
>anging from 3 to 6 months? 

(b) If the answer to the above is in the affirmative, what are the names 
of the officials, the periods for which the increments tor each were stopped 
and the nature of the irregularities committed by each? 

(c) Will Government please lay on the table a statement showing the 
various punishments inflicted by Lieutenant-Colonel Smith since he took 
charge of the Nilgiri Division and the punishments given by his predecessor 
for the corresponding period in the previous year? 

Sir Ganen Boy: (a) Yes 

(b) and (c). The infomialion is being collect od and will bo supplied to 
the Honourable Member. 

StOPPAOB of TH** WcRMMbvT OV tHB SuB-POsTMAsT, R, ChJSR\MBADI 

Post Office. 

728. Mr. M. E. Acharya: (a) Will Government be pleased to state 
if it is a fact that Mr P S Sankaram Pillai, Sub-Postmaster, Cherambadi, 
was punished by the Superintendent of Post Offices, Nilgiri Division, with 
stoppage of increment for 3 months for alleged bad work and neglect of 
duty noticed at the time of inspection of that office in January this year? 
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(b) Was aix> memorandum of charges fumiabed to the official? If so, 
was it before or after the punishment was inflicted? 

(c) Have anj instructions been issued to the Superintendents of Post 
Offices that without observing the usual formalities, such heavy punish- 
ments should not be inflicted? If so, when? 

(d) Is the action of the Superintendent of Post Offices, Nilgiri Division 
in punishing the official without furnishing him with a memorandum of 
charges authorised? If not, what steps do Government propose to take 
against the Superintendent? 

Casb of "Mn. V. R. Ran(s 4 swamieii, Clfbk u the TnurLR PostOfficb 
IN THE NiLHIEI DIVISION 

729. M. E. Achaiya: (a) Will Government be pleased to state 
why Mr. V. E. Eangaswamier, Clerk. Post Office, Tirupur, in the Nilgiri 
Division, has not been allowed to pass the first efficiency bar? 

(b) Are there any adverse remarks in his character sheet and service 
book made b> Superintendents who were in charge of the Nilgiri Division 
before Lieutenant-Colonol W. A. Smith or by Postmasters under whom 
he worked? 

(c) Did not the Postmaster, Ootacamund, note in the service book of 
the official appreciating his work and conduct? ^ 

(d) Was any representation received from Mr. V. R. Rangaswamier by 
the Superintendent of Post Offices, Nilgiri Division, making certain allega- 
tions against the acting Head Clerk of that division in connection with his 
stoppage at the first efficiency bar and asking for inquiries to be made? 

(a) Did not the Superintendent, instead of makmg inquiries as prayed 
for, furnish the official with a memorandum of charges for substantiating 
the allegations? 

(/) Is it a fact that Mr. Y. B. Eangaswamier has also been transferred as 
a clerk from Tirupur, a second selection grade sub-office to Yalparai, a small 
office, stating that his efficiency of work has to be tested in a more import- 
ant office than Tirupur? 

TBAN^^^'EB OF Me. K. a. PaR^SURAHIAH, Sl*B-PoSTM\SPBE, CoiMBATOEB 

Bazaar. 

780. H. E. Acharya: (a) Will Government be pleased to state 
if it is a fact that Mr. K. A. Parasuramiah was Sub-Postmaster, Coimbatore 
Bazaar, in January, 1927, and that he had been posted there only about two 
months before that? 

(b) Was he transferred to the Coimbatore Head Office as clerk in the 
month of January, 1927? 

(c) Is it a fact that the official who has been appointed as Sub -Post- 
master, Coimbatore Bazaar, is junior to Mr. K. A. Parasuramiah? 

During the two months Mr E. A. Parasuramiah was in charge of 
Coimbatore Bazaar, did any serious case occur to justify his removal from 
the charge of that office? 

(a) Has .the Postmaster-General, Madras, received an\ representation 
from Mr. K. A. Parasuramiah stating that his transfer from Coimbatore 
Bazaar was due to the agency of Mr. Govmdan Nair, the present acting 
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Head Clerk of that division, Bjinply because he presided over a meeting 
of the local branch ol the All -India Postal and Eailway Mail Service 
Union a few days before the transfer and gave a ruling on some questions 
that went against the interests of the acting Head Clerk ^ 

^ (f) Will Government please state if any inquiry has been made on the 
point? If &o, what has been the result?* 

PoSTIN(. or Mu. K. AjPPAbW>,MIBR TO THJ 2 UUVU(,E Ob DIE WlLLOWBUND 
('OMBINED PoiT AND TeLEGRAPH OpPIOE. 

1. M. E. Acharya: (a) Will Govemmeut be pleased to state 
if it is a fact that the Secret; iry of the Ootaeamund Branch of the AU- 
Tndia Postal and E. M. S. Union wrote on the 18th November, 1926, lo 

-^ol. W A Smilli Super niendent of Post Offices, Nilgiri Division, 
stating thai the acting Hoad Clerk of the Division, Mr. Govindan Nair, 
had unduly favoured Mr. K. Appaswamier, a non-combined official, by 
posting him lo Ihe charge of th i Willowbund Combined Post and Telegraph 
Office and that his action has displeased the whole staff of that office? 

(b) Was it also atated in tlie Secretary’s communication that Mr K. 
Appaswamier was head-and-oars in debt and therefore the posting of that 
official lo th(‘ cliarge of an office was opposed to the instructions recently 
issued by the Dircctor-Ggnera], Posts and Telegraphs? 

(c) Was an^ schedule of c ebts obtained by the Superiutondent from 
J\Ir K Appaswamier on the above communication? 

(d) Is it a lad that IMr. IK. Appaswamier did not^ include in the 
schedule of debts ho furnished, a sum of money duo by him to Mr. V. It- 
Eangaswaniicr, Clerk. Post Office, Tirupur? 

(e) Was tan representation received by the Superintendent oi Post 
Offices, Nilgiri Division, from Mr. V. fi. Eangaswamior stating that the 
acting Head Clerk of that Di\i&ion, Mr. Govindan Nair, requested him to 
receive payment of the loan from Mr. K. Appasw^amier in instalments 
and not to take legal proceedings against him as otherwise the Superin- 
ti'ndeni w'ould find out that ]dr. K. Appaswamier had not included that 
amount in the schedule of his debts? If so, w^hat action was taken on 
that representation? 

Six Ganen Roy: With \(>m permission, Sir, I will answer questions 
Nos. 728 to 731 together. 

ITie Government have no information. If any individual has a griev- 
ance, he is at liberty lo appeal in the usual manner 

Altbgations acuivst Mr. Govindan Naib, Officiating Hbad 
Clerk of ihe Nilgiri Division. 

732. "'Mr. M. E. Acharya: (a) Will Government be pleased to state 
if anv representation has been received bv the Director-General of Posts 
and Telegraphs from Mr. A Krishnier, a clerk in the Nilgiri Division, 
stating that the present aotiiig head clerk of his Division, when acting 
as Investigating Inspector there, induced Mr G V. Silaraman, a leave 
reserve clerk, whose services were dispensed with for alleged attempt ai 
assault on a postman, to bear false witness against Mr. A. Krishnier by 
writing to the Postmaster-General that he misbehaved towards the post- 
man at the instigation of Mr A Krishnier? 
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(b) Is it a iaot that Mr. A- Kiishnier has seiii his represenUtioD 
a eopT of a letter, dated the 29th October, 1926, "sreitten bjj Mr. G. 
Sitaraman to Him asldng his pardon for what he did against his consoienoe 
to injure Mr. A. Krishnier? 

(o) Do Oovemincnt propobe to enquire into the oonduot of the officiating 
Head Clerk, Mr. Govindan Nair? 

Sir Ganeu R07: (a; and (ii). No sueh repiv^ientation has as vet reached 
me. 

(a) Does not arise. 

Case op Me. A. Keishnxee, P(stal Clerk, Kotaoirx. 

?d3. ‘^Mx. M. E. Achaiya: (a) Will Goverumont be pleased 10 state 
if it is a fact that the Supeidntendenl of Post Offices, Nilgiri Division, 
when requesting the District Medical Officer. Tan]orc, in September or 
October last to esamino Mr A. Krishnier, Clerk, Ko^Lagiri on leave, in- 
formed the said Medical Officer that the clerk had been directed to appear 
before tlie District Medical Officer, Madura, and that he hod replied he 
could do so after finishing his rdigiou*? ceremonies? 

(b) If the answer to above is in the affinnafive, will the Government 
be pleased lo lay on the table tht* copies of the correspondence that passed 
between the Superintendeni and Mr. Krishnier? 

( 0 ) If there were no such correspondence, will Qovermnent be pleased 
to state who is responsible tor the report to the Medical Officer, Tanjore, 
whether tho Superintendent or his Head Clerk, Mr. Govindnn Nair? 

Sir Ganen Boy; (a) Yes. 

(b) and (r). A oop.'v of the ccuTespondence has been called for from the 
Postmaster-General, Madras ,ind \rill be fnmi'^hed to the Honourable Mem- 
ber in due course. 

An.BOATlOJJS AO.AlKsT Mil. (fovrNDVN NaIR, V(TI\f. HpaP CTiFEK 0? 
mn XiT-dini Divismx. 

7.Si. Mr. M. K, Achaiya; ((^l Will Govommeul he plo.isod to state 
if it is a fact ihnt the pivsori aciiii<i Head Clerk of the Xilglri Division, 
Mr. M. Govindan Nair w reverted to the clerical iimL-ncale from the 
cadre of the Inspectors and Superintendenis’ Head Clerks in 1923 for 
having abused his official position to obtain loans from the subordinate 
officials of the division, for having lost Imporlam recorfs in investigation 
cases and for manipulating the dn^sional cradarion list to his own advnn- 
itage? 

(b) Is it .1 tact that he assaulted a member of the public at Uttukuli, 
whore he was Sub-Post in aster after reversion and was let off b,^ the Court 
on his tendering an apology to the complainant? 

(c) Will Government be pleased 10 state the reasons foi again appoint- 
ing him as acting Head Clerk? 

Sir Ganen Boy: (d) and (r). Ilie oJliciel in (jucstioii was 3 everted after 
having officiated in the highej* cadre Ho ri‘-msiaied alter n careful 
review of his case h\ the Postmasler^General. 

jb) A complaint is understood to have been filed m the Sub-Maeis- 
trate's Court, Erode, and was withdrawn through want of evidence. 
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AlLBO\«IONS against Slu. GoVCNDAN Null, ACUNG IbAD Clebe, 

Nilgiri Dimsiox. 

786. U. K. Achaiya: (a) WOl Govemniom be pJoaaed to state 
if it is a fact that the Secretary, Ootaoamund Branch of the A.ll-India 
Postal and E. M. S. Union, wrote to Lt.-Col, W. A. Smith, Superintend^t 
of Post oflSces, Nilgiri Division, on the 18th November, 1926, stating that 
his present acting Head Olerk, Mr. Govindan Nair, manipulated in Novem- 
ber, 1926, the transfer of Mr. 0. V. Eangaswamier, clerk, Ootacamund, 
from Ootaceniund to Coonoor for B days, to enable the latter to go to 
Coimbatore and see his family as no casual leave could be given to Mr. 
C. y. Eangaswamier and as that official had already expended the usual 
quota of 20 davs due for the year‘s Tf so, wbat action was taken thereon? 

(b) Is it a fact that Mr. 0. Y. Eaugasu iimier took ft days’ joining tinie 
before joining Ooonoor, worked at Coonoor for 3 days and again tcok another 
8 days* joining time and ]oined bis a]>poiniment sit Ootacamund? 

(r) Wore all the leave reserve clerk-* <>1 the division absorbed in leave 
vacancies at the time of Mr. C, V. Eangaswamier *s transfer to Ooonoor; 
and il not, why was not a leave mserve clerk deputed to Coonoor for B 
da7«‘' 


Will the Govemnii'nt be pleased to furnish a statement shewing 
(1) the number of resent clerks in the Nilgiri Division and how they were 
i'blributed in the division in November, 1926, and (2) how many of them 
were retained in the Superintendent’s office then? 

Sir Ganen Eoy: (//) Ves \<> jictiou was taken b\ ihe Superintendent 
as he eonsidemd the charge* of manipulation to be unfounded. The Post- 
master-General, Madras howcvi^r, making a further enquiry- 

lb) Yes 

(c) No A reserve dork knowing ti»legjrtj)b\ foi a cf»inbii'«‘d office was 
required but wtRs not available 

(d) ne- re(|uired statement will be luniished w the Hoiiounibb^ Mem- 
ber on its receipi trvnn the Pestiuasb r-G<‘npral, kladras 

CoNSTTiTTOTIOV 01 V E VI WAV IMtUVI PiTNA TO RaXCIII. 

786. ‘Mr. Ram Narayan Singh: (a) Is it a fact tliai befoic the last 
European W.ir, the Govi‘rnnu*m had come to a dc'cision to oonshajct a 
new railv^a' line from Patna to Eancbi? 

(b) If so. is tin* schenit' still in the coniunplation oJ the Government 
and W'ill it be given effect to or has it been abandoned once for all 9 

(c) Is it ill the cimtemplalion of i-ho (iovcmnient to extend in future 
the proposed Gav.i-Sbcrgbati line turtbor? If so, to w'hat termination? 

Mr. A. A. L. Faraons: (o) Tbi* ivph is in the negative 

(b) Does not arise 

(c) The Ga\a-ShergiiaU pi’oject is at present under (aonsideraticm. Gov- 
ernment are not contemplating its extension 
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Payment for Land AcquiiiBu for tub CuANuiL-bAEKAKHANA Railway 
IN THE Chota Naopue Divtsr(»N. 

737. *Hr. Bam Naiayan S^igh: Are Government aware that although 
for the Chandil-Barkakhana new railway line in the Chota Nagpur Divi- 
sion, the land has been acquired long ago, some of the people have not yet 
been paid the price for their land taken? Tf so, to how many persons and 
why? 

Ur. A. A. L. Parsons: The reply to the first part of the question is in 
the negative and the second part does not arise. 

BlOCKIN(» op VlliL\(.K ilovus Ta^ Cu\Nl)tl/-BAUKAKHVNi RaIMY.W 

FilXE. 

738. Bam Karayan Singh: (a) Are Government aware that on the 
'Chandil-Barkakhana railwax line, wherever the line has crossed village 
roads, they have actually been blocked in st‘veral places to the great incon- 
venience and sufferings of the people there and that no outlets have yet 
been allowed b> the local ruihva;v authoriU there in spite of several peti- 
tions and prayers of the poor suffering villagers there? 

(b) Is it a lact that the chief village road for the people of the village, 
fiurlanga on the said line on the boundary of the HaKaribagh and Manbhum 
Districts and in the police station oi Oola, District Hariaribagh, has been 
blocked by the said railway line and that to the great suffemgs of the 
people there and that in spite of several petitions and pru>c*rs from the 
villagers thereof no outlet has yet been given to them? 

(c) If so, are Government prepared to draw the attention of the local 
ofiBoials there to this fact of the people’s difficulties and to ask them to 
remove the grievances as lar as possible? 

Mr. A. A. L. Parsons: (<0 and (b) Government have no information. 

(c) Does not arise. 

Bbpusal to grant h. Passport to Saudar Mii vp \ News- 

paper Agent op Peshvwar City, to proctiboto Chitral. 

789. *Sardar Kartar Singh: (ri) Is it a fact that S. Milap Singh, son of 
S. Kartar Singh, newspaper agent of Bazar Karim Pura, Peshawar City, 
did apply to iho Deputy Commissioner of Peshawar on 14th Mav 1925, for 
the grant of a passport to him and his wife for goinsr to Chitral where his 
father and uncle w'crc cairying on a shop? 

(6) Was that application disallowed? Tf w'h\? 

Mr. B. B. Howell: Enquiry is being made fium the local Administratioa 
and a reply will be given to the Honourable Member in due course. 

Bxtprvmevt Orulr AGAnsr Saudar Mnw Sixau, v. Newspapms 
Agent or Pebtuwar City. 

740. ^Sardar Kartar Singh: (a) Is it a iact that thi^ Cbicr ('oinmis 
sioner, North-West Frontier Province by his order dated 9th June, 1926, 
purporting to act imder section 3 (e) of tlio North-West Frontier Security 
Ee^ation, 1922, did direct S Milap Singh to remove himself from the 
Ncith-West Frontier Province in such manner and by such route as may 
ibe nresoribed bv the Sunerintendent of Police, Peshawar? 
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(f>) Is it a fact that in consequence of the aforesaid order S. Milap 
Singh was arrested and, without allowing him time to see his relations and 
arrange for his business, was baaiished from North-West Frontier Province? 

(c) Was any provision for the maintenance of S. Milap Singh and his 
fairuDly made? If not, why not? 

Mt. S. B. Hiowell: (a) Yes, Sir. The order was served on the 10th 
June 1925. 

{b) Milap Singh complied with the order on the day that it was served. 

(c) No, Sir. None was considered necessary. 

CabtckiiI vrioN of the Extkrnmbnt Oruilu agajn^-t Sardab Milap 

SlKOH. 

Ml. -Sardar Eaxtar Singh: (o) Did tho Socreiar>, Shiroraani Gurdwara 
Prabandhuk Committee, Atnritsar. applv on 17th September, 1926, to the 
Chief Commissioner, Norlh-West Frontier Province, to cancel the order of 
extemment eonoeming Sardar Milap Singh? 

fh) What has beou ilic fate oP that apnliculion? 

Mr. E. B, HoweU: (a) Yes, Sir. 

(h) TIk* oi-dci* was cnnccnod on (he loth Februaiy last. 

Levy of Suiuuhiigb ox IUilways. 

7^12 *Sardap Kartar Singh: 1 Will (Tovcinmeni be plenhed to state: 

(a) If ,it is «i laci, that •»u*^*hnrge tax was levied on cerlain goods 
carried by Eailn ays in India, during the year 1921-1922 ? 

(f)) What kind*- of ^oods were Hablo to the surchaii^e tax and what 
were exempt'd? 

|f) Is it a fact chai fodd(T '■uc*h cotton seed and oil-cake were 
exempted? 

2 Art (Tovernuicnl a\\ui*c that tiie ilaih\a\ Administrations in India 
h.jve loalised surcharge tax in that on fodder like cotton seed and oil- 
cake? 

."1 Did the liai]wa\s |)a\ ilial .luiouni of siiiYshargo tax so le\ied to 
Croverauicni; if not, wh\ not ? 

4. Did Govorunienl point out to the various Railways that it was a 
irtistake nn theiT* pan ^o lev^ this lax on fodder? 

.I Is it d tael that tho Great Indian Peninsula Railway did relund this 
tax in certain cases, while nil other Railways have refused to do so? 

0 Did Govennnoiil insiiuct the llailvni^s to refund this tax; if so, when, 
and was Hint order published, and tMrriod out; it not, why? 

7. If iho answer to p a’t 6 above is in tbc affirmative, can the Railways 
retain this am«)unt with them on the plea of limitation? 

ft Ts it H fact that several hnns claimed TOfnnd, hut ilie\ have been 
met with file plea oi limitation b\ the Railuu\b? 

Mr, A. A. L. Parsons: 1. (a) Yts 

(h) Surcharge was l(*\ied on all goods except foodgrains and pulses, ffire- 
Avood and fodder. 
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(o) Foider was exempt, and cotton seeds and oil-cakes intended to be 
used as fodder wore declared to be also exempt. 

2. Surcharge was realised on cotton seeds and oil-cake. 

3. The surcharge was 6olleoted by Railways ou behalf of Government 
and was paid to Goverzunent. 

4 and 6. Fodder was exempted under the original mstructions. Rail- 
ways were intormed that cotton seed and oil -cake should also be exempted 
when intended ior fodder, and refunds made in any cases in which sur- 
charge had been recovered. 

6. Refunds have been made by bcveral Railw’ays. 

7 and 8. The law* of limitation applies. The amounts, refund of which 
is barred h} limitation, are retained by Govenunent, not by Railways. 


DKrAiuuLNr\i Htwoino Commitikks. 

743. M. S. Aney: Will G<>\ornmcnt be pleased to give the follow- 
ing information; 

(rr) Whether Staudmg Commitietb lo advise ou the subjeetb in (i) the 
Home Department, (ii) the Commerce Department, (iii) the 
Department of Education, Health and Lands, and (iv) the 
Department of Industries formed in the years 1924, 1926 
and 1926? 

(b) li so, uho were the iiicmbeis elected by the Legislative Assembly 
and the Council ot State in each of these years on the panels'' ' 

(cj What members fmm the pimeis were each year nominated by 
the Members in charge of these departments on xEe Standing 
Committees? 

{d) How many meetings oi each one oi these Committees wore held 
in the years above-mentioned? 

{e) How' many and what private Bills and legislative proposals whitdi 
the departments concerned imderbook or intended to undertake 
in every one of these years, were placed before each Committee 
in each of the aforesaid years for their advice? 

(f) How many and what reports of Committees and Commissions on 

w’hich the Indian Legislature was not adequately represented, 
were discussed at the meetings of these Committees respec- 
tively in each one of the aforesaid years? * 

(g) The dates on which each one of the Standing Committees met 

in 1924, 1925 and 1926 to discuss the annual reports of their 
respective departinents before formal publication of the same? 

(/{) Are any formal proceedings of the meetings of these Committees 
maintained bv the departments concerned and will the pro- 
ceedings of the previous years be available to members who 
will be nominated on those Committees from the panels 
hereafter? 

Xhe Eonoorable Sir Alexander Huddiman; 1'ht information sliced for 
is being collected and will be supplied to the Honourable Member in due 
course. 
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The B^nkctua-Damodar River RAiXiWAY. 

lU, Amar Nath Dutt: (a) Is it a fact that the Bankura-Damodaii 
Biver Eailway is a guaranteed Eilway? If so, will the Government be 
pleased to state what amount, if any, it had to contribute to the Eailway 
during the past 8 years? 

(li) Has the line ever been able to pay the guaranteed dividend since its 
construction? 

(c) Have Government considered or do they propose to consider whether 
it is possible to increase the income of the line by extension towards the 
north and south from Sehara Bazar railway station? 

Mr. A. A. L. Paxisons: (a) Yes. The guaranteed interest paid to the 
Railway Company during the last three years was — 

lib. 

192 : 1-24 86,909 

1924-25 , . 88,618 

1926-26 ..... ... 1 , 0 : 1,026 

(h) The reply is in the negative. 

(c) Government do not propose to iniiiate such an enquire 

CoMSTRUOTXON OF THft. HoWRAH-VxSHNUPrR ChORU LiKL. 

745. ^'Mr. Amar Nath Dutt: Is it a fact that the people of tlie Arsm- 
bagh sub-division in the district of Hooghly are out oS from all connection 
\^ith the district headquarters for several months in the year for want of 
any railway communication V If so, do Government propose to give the 
people of the locality more facility of communication by expediting the 
construction of the Howrah-Bistupur chord? 

(b) When do Government propose to undertake construction of the 
Howrah-Bistupur chord line? 

Mr. A. A. L. Parsons: ((/) and (b). It is presumed the Honourable 
Member refers to the Howrah-Yishnupiir chord. If so, his attention is 
invited to the reply given to his question No. 619 on the same subject on 
the 20th February*, 1924. 

Construction of a RAnA\4Y from Ch^mrauingx to Tau^klswar. 

. 

746. *Mr. Amar Nath Dutt: Do Government propose to consider the 
feasibility of constructing a line from Champadanga on the Howrah-Amta 
Light Bailv ay to Tarateswar on the East Indian Eailway ? 

Mr. A. A. L. Parsons: The matter is under consideration. 

Location < f thk Bhjri xuiijhi Post Office in \ central Villagf. 

717. ’^Mr. Amar Nath Dutt: (a) Are Government aware that with the 
opening of a post Office at Sehara in the district of Burdwan, the north- 
ern jurisdiction of the Bujrukdighi post office has been reduced greatly? 

(b) Is it a fact that now* the situation of the Bujrukdighi post office in. 
+he rlistrici of Burdwan is nol central? If so, are Government i^repared to 
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•consider the question ot shifting the Bujrukdighi post office to some central 
Tillage within its jurisdiction such as Ghakchandan or Keshabpur for the 
convenience of the public? 

Sir Oanen Boy: (a) Yes. 

(b) The fact is as stated. The question of m07ing the post office now 
at Bujrukdighi to some central village is already under conuderation by 
the Postmaster General. 

SuBSTlTOTlOX ny a SUIXABriE TERM TO DESfRlBiS THl! (^BNKRAI. CoN- 
STITUhNCIBS Oy THK LbOISIAM RES. 

748. *Mr. Amax Nath Dutt: (a) Are Government aware that Ine term 
'*'Non-Mahoinedan** in describing general constituencies of the Legislatures 
is resented by the Blndus? 

(b) Do Government propose to change the term *'Non-A£aiiomedan’' 
and substitute the term ** Indian or ** General or any other suitable 
term, in place of the former in describing the general eonst»t\iencieR of 
the I.egis]atures? 

The Honourable Sir Alexander Uuddiman: (a) and (b). I refer the 
Honourable Member to my reply to ^^r Ranga Iyer’s question No. 92, 
dated tbe 26th August 1925. 

Pay or Sui’lrintbndbxts or Post Ofricbs. 

* 

740. ’^Mr. Janmadas M« Uehta: Is it a fact that the last r.visbn ot 
pay gave about 90 per cent, of Superintendents of Post Offices a petty 
Increase of Es. 5—20 per head only? If so, will Government be pleased to 
state whether this is the relief which Government intended to afford these 
officers in response to their representations? 

The Honourable Sir Bhupendia Nath Ultra: No. In addition to im- 
mediate increases of pav ranging from Rs. 5 to Rs. 50 per mensem in 
individual cases, the scale of pay as a whole was improved by Rs. 50 per 
mensem both as regards minimum and maximum, while the penod required 
to reach the maximum was slightly reduced, 

I may mention that this was the second revision of Superintendents’ 
pay since December, 1919, prior to which the pay of these officers ranged, 
by grades, from Rs. 200 to Bs. 600 as compared with the now existing time 
scale of 300 rising to Bs. 750. 

The answer to the second part of the question is in the affirmative 

PA^ or v PersonaTi Assistant to a Postmaster Genkrat. ruowoTKD 
TO THE rank of A DeTI U POSTMASTER GbNBRAL. 

760. ^Ur. Janmadas M. Udita: in it a fact that a senior Superin- 
iiendent of Post Offices working as Personal Assistant to Postmaster Gene- 
ral would draw less if promoted to the rank of a Deputy Postmaster 
General in the same office? 

Sir Ganen Boy: Yes, unless, as is usually the case, he has officiated 
as Deputy Postmaster General and has on promotion one or more incre- 
ments to his credit. 
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PrOU'sION Ot oOMPOIlTS POE PlLORlMs TO TH2s. KuUUil ilWA. 

761 *Eai Baliadup Tarit Bhusan Boy; {a) Has the attention ol (rov- 
emment been drawn to the fact that on the occasion of the forthcoming 
Kumbh Mela there will be a huge gathering of Hiidu pflgims at Brinda- 
ban and Hardwar from all parts in India in March and April next? 

(5) What arrangements have been made and are being made to prevent 
overcrowding in vailwa^ tiain«i and to secure the comfort and eonvenienev. 
of passengers? 

(cl What arrangements have been made tor sanitation, medical help, 
the provision of drinking water and food for such pilgrims on the Eailways? 

(d) \\hat arrangements, if any, have been made for preventing the 
otrtivpvanee oi ])assungers to and from those places in wagons*’ 

Mr. A. A. L. Parsons: (c) Yes. 

(b) (c) and {d) The question hab been under consideration for some 
time past and all necessary measures are being taken by Eailway Administra- 
tions, in cojiiunction witli the civil authorities, to prevent overcrowding 
md to secir'c the comenience of passengers by the provision of speoid 
tnins dupoiutineiil ot tidditional supervising and other staff, medical and 
<!pni<an ariMngeiuents, drinking water and other measures genordlv 

Bismjss.vl'^ ov the 

152 "Bai Bahadur Tarit Bhusan Boy: Will CiONeinmeut h pieased 
o 'itatt wliothc'* i1 is a fact that* 

(ff) In the beginning of the >eai 1920, several employees tht 
Bengal Nagpur Eailv’ay ni Kharagpur v\cic dismissed and 
Mr Cole, the Chief Mechanical Engineer, directed an enquiry 
to be made into the causes of such disiiiissals ,md as the 
resuHs whereof most of the dismissed men wore reinstated? 

(b) How mam employees wcie so di^nussed lud how inriin nl them 
were reinstated? 

The Honourable Sir Charles Innes: In the penod lolerred to tii^enty-two 
men we't* dismissed mainly in conncctiou with a senes ot piecework 
i:raud? and an onquin u is ordciod by the Chief Mechanical Ensmeer into 
these eases As a result of this examination it was concluded that illiterate 
men 'vho IumI been dismissed in this connection were probably less to 
blame than the other cniploA ees concerned and nineteen out of the twenty- 
two wm ,i cordingh 'UNcn the benefit of the doubt and reinstated 

AELvaniJ Assallp Disiiissiu op Sikulvi, vn i!.\ipr.o\L^ oi 
Xacipuu R^TiiWn Workshop at Khaiuopur. 

758 *Bai Bshadur Tarit Bhusan Boy: Will Government la. pleased 
^0 state whether it is a fact that on or about the 15ih of June, 1926, one 
Sukhlal, an emplo\ee of the Kharagpur Workshop, had an attack of sun- 
stroke and became unconscious and that one Mr. Bound of the Kharagpur 
Workshop dragged him by his hair and sub«»equentlv dismissed him on the 
plea of unsatisfactory work? 

The Honourable Sir Charles Innest The Agent has been asked for a 
repon on the alleged occurrence. 
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NrTiBMU or Indian SurLUiNrENDUNTb i> rns FoubioN and PoiiTiiiAL 

Department. 

764. 'Mr. Gaya Prasad Singh: (a) Will Ghovernmenl- kindly gi\o the 
iA)Xal strength ol the ministerial establishment in the Foreign and Poli- 
tical Department of the Government of India, and the number of appoint- 
n.ents of Superintendents of gazetted rank? 

(b) Has anv Indian ever been appointed as Supeimtondoni of guzeLud 
rank? If so, who, and when and for what period? 

Mr. E. B. Howell: (a) The total strength of the ministerial establish- 
mtnt in the Foreign and Political Department of the Government of India 
IS 127. There are 10 Superintendents of gazetted rank including one for 
the appointment of Assistant Secretary to the Besident at Hyderabad 
Particulars regarding those appointments are contained in the Foreign and 
Political Department Quarterly List, of which a copj is available in the 
Library. 

(b) Shan Bahadur Inam-ul-Hak was appointed to officiate as a 
Superintendent for about one >oar, from 1st January, 1921 to 31st August, 
1921, and again from 4th November, 1921 to 28th February, 1922, Mr. 
'Pran Eishen for 4 months — from 17th November 1924 to 16th ISfarch, 1925, 
and Eai Bahadur Bamji Das for 3 month with effect from 9th February, 
1927. 


Employmdnt or Indians in the Cyphlii Blreau or the Forlign 
and Polithal Depaktubni. 

755 ''Mr. Gaya Prasad Singh: (,a) Is it a fact that a Cypher Bureau has 
been established in the Foreign and Political Department of the Govern- 
ment of India for about 2 years, for cyphering and deejpherin" telegrams 
of a ooafidentinl nature to and from the Secretary of State? 

(b) Has any Indian been appointed in this Bureau; if so, who? And 
if not, why not? 

Mr. S. B. Howell; I am afraid that it is not; in the public interest to 
•divulge infoimation relating to what must necessarily, as the Honourable 
Member will appreciate, be a secret and confidential service. 

Sir Hari Singh Gour: Does the Honourable Member consider the 
niswer to clause (b) of the question as equally confidentisd? 

Mr. E. B. Howell; Tliat must be a matter of opinion 

Sir Hari Singh Gout: Clause (b) is not a matter of opinion I am 
asking if any Indian has been appointed? 

Mr. E. B. Howell; Did not the Honourable Member ask me if I con- 
sidered the answer to clause (b) as equally confidential? 

Sir Hari Singh Goar: I wish to know whether the Honourable Member 
is prepared to give me an answer to port (b) of the question? 

Mr. E. B. Howell: I am not prepscred to give any further answer. 

Noir-BKPrx)tMBNT OP Indubts is cbhtais sscttoss of thb Cnisr or 
TUB GbsbbaIi Stiff Bbakcii. 

. 756. *llr. Osya Fiasad Sin^: (a) Is it a fact that in certain r.ection*' 

of the office establishment of the Chief of tho General Staff Branch of 
•he Army Department, no Indian has ever been appointed? 
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(6) How many such sections are there, and what is the total strength 
of each? 

(c) H no Indian has ever ^een appointed in such sections, will the 
Government be pleased to give the reasons? 

Mr. O. K. Yoimg: (a) Yes. 

(b) Two. The strength of c ne section is 5 and of the other 6. 

(c) The nature of the work ii these sections demands military experience- 
w’hich Indian clerks do not possess. 

Gk-inf op Plx&ions, PiioviuEffr Pond oe Gratuities to ihe olbeicaT4 
BSTABIISHMENr OP iHE VUKILIARY AND TERRITORIAL POROE 

UNIT'. 

757. Gaya Prasad SLau: (u) With reference to my question 
No. 822 of the 3rd September, 1924, will Government kindly state if the 
Committee which was appointed about that time made any recommendation 
that the clerical establishment oi the Auxiliary and Territorial Porce Unts 
in India and Burma, should b^ granted any pension, provident fund, or 
gratuity? Will the Government kindly state the recommendations of the 
Oomnaittee in this respect? 

(b) Do Government propose to give the clerical establishment any sc^ 
of relief referred to above? 

Mr. 6. M. Young: (a) As was stated in reply to the Honourable Mem- 
ber’s previous question, the co ninittee, which met over two years ago, 
was an informal one. It was locally convened at Calcutta, and consisted 
of local Auxiliary and Territorial Force officers. It naade no recommenda- 
tion to Government, and Goveriment do not propose to give publicity to 
any of its proceedings. 

(b) No, Sir, the present terms of service are sufficiently attractive to 
obtain the required clerks. 

Grant or facilities for the erection op a Homan Catholic 
Church in New Delhi. 

758. ^Mr. M. Buthnaswamy: Will Government be pleased to state: 

(1) whether Government have offered any facilities for the building 
of a Boman Catholic Church in New Delhi? 

(2} if not, whether they piopose to consider the question of granting 
the same facilities ts have been offered for the building of a 
temple and of a moiique in New Delhi? 

The Honourable Sir Charles [ones: (1) A site of 14 acres has been 
granted for the purpose of erectiug a Boman Catholic cathedral, colle?e, 
convent and episcopal residence, on the terms on which sites are ordinarily 
granted in New Delhi for religious, philanthropic and educational institutions* 

(2) Does not arise. 

Mr. M. Buthnaswamy: May I ask, Sir. whether any conditions have 
been imposed in regard to the grant of facilities for building a temple or a 
mosque ? 

The Honourable Sir Charles Imies: As I informed the Honourable Mem. 
ber, there ure certain terms on which sites are granted for religious pur- 
poses. 
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Indian Chbistians in the Superior G-rades op the Railway, 

Posts and Tbuboraphs and Custcajs Services. 

759. M. Bathnaswamy: Will Oovenunent be pleased to state the 
number of Indian Christians in the superior grades of : 

(1) the Railway service, 

(2) the Posts and Telegraphs services, 

(8) the Customs service? 

Kr. A. A. L. Parsons: (1) Statistics are not available with regard to the 
railway services. 

(2) and (3). The information in r^ard to the Posts and Telegraphs and 
Customs Services is being collected and will be sent to the Honourable 
Member in due course. 

Mr. H. Buthnaswamy: May I ask, Sir, whether the information with 
regard to the railway service is available? 

Mr. A. A. L. Parsons: Our statistics only differentiate between Muslims 
and Hindus and other classes : and 1 do not think we can obtain figures to 
show which of the employees under other classes ” hold the Christian 
religion. 


CONSTRCITION OP RAILWAYS TO SERVE THE COUNTRY WEST OP THE 

Vizagapatam Harboi-b. 

760. "^Mr. M. Buthnaswamy: Will Government be pleased to state 
whether the coimtry to the west of Vizagapatam Harbour will be sufficiently 
served by railways when the harbour is completed? 

Mr. A. A. L. Parsons: At present the Baipur-Vizianagram Railway is 
the only line under construction. It is too early to say yet what other Imes 
may be undertaken when the harbour has been completed. 


UNSrABRBD QUESTIONS AND ANSWERS. 

Passport Ruler. 

177. Pandit Thakur Das Bhargava: Are the rules relating to passports 
for persons entering India by sea not applicable to the case of persons 
who enter Britidi India by land from across the British borders? If the 
reply is in the negative, will Government please lay on tlie table of bhe 
House those rules? If the reply is in the affirmative, will Government 
kindly state the ground for this distinction? 

Mr. E. B. Howell: The rules relating to passports for persons entering 
India by sea are only applicable to persons entering Briish India bv land 
on certain of the main routes, namely, the Chaman, Khyber, and NushW 
routes. Complete passport control over the many thousand miles ot 
India’s land frontier has been found impossible for physical and financicd 
reasons. 
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PSNblOMS OV l.i!.ltTAl^ Cl'HJiUV ClJ3RKS 1VUO PBOCKEUIJ) Oi. FlUin 
SliRVIOB OVERSiAf* ‘WITH THB IkDJ VSf ExPUDITIOXAB^ PoBCES. 

178. Pandit Thaknr Daa Bliargava: (a) Axe Qovomment aware that 
cerbain civilian clerks who proceeded on lield Service overseas with the 
Indian Expeditionary Forces and returned from service during or soon 
s'Her the close ot the Great War wore losers in pensions as compared 
with their juniotb who ev,tded field service and remained in India, 
they were deprived of their acting .md sub. pro tern, promotions in India 
and the Field and deputation allowances drawn by them in the field were 
not counted towards pension? 

(b) If 60 , what action have Government taken or now propose to take 
to compensate them for such losses? 

The fiononiahle SSat Atezander Knddinum: No such case has come to 
the notice of Oovemment. It is open to any clerk who eonsiders that he 
has lost in pension owing to service overseas with the Expeditionary 
PoTcos to represent his case to Government 

GuAxr or thk con* bssion o> <.oimik(, DanTtnos Ara^owASi i 
row-inus Pension lo the clerks ok the Muitaby 
Aoiolvts Department ixviiiDBu rx tiil 
Great War. 

179. Pandit ISiakar Das Bbargava: (a) Is it a fact that the civilian 
clerks deputed to the Military Accounts Department during tEe last Great 
War, wore allowed to count deputation allowance towards pension under 
Finance Depart incut letter No. 1231. dated 27Trh July, 1917? 

(b) If so, do Government propose to extend this concession to the dleiks 
of the Military Accounts Department who were invalided in the Great War 
vith a view to increase their pensions? 

The Honoushle Sir Basil Blackett: (a) The reply is in the affirmative. 

(b) The reply is in the n^ative. The oases are not quite analogous. 

I would point out that untess there is some explanation of which I 
<un unaware, a serious irregularity has been committed in the placing in 
the non-ofiicial Member’s hands of a copA of a Finance Department 
letier which has never been published 

SANcrioK OF Special Pekbioks rsuBii aVRTici.B 924 (6) oi thl 
Civil Sbbmcb KEGriAiTiONS. 

180 Pwdit Thaknr Dw Bhargava: (a) Will Government he pleased 
to state whether any special pensions were sanctioned by the Government 
of India since 1914 under the authoritv of Article 924 (b), Civil Service 
Begulations (Edition 1918)? 

(b) If so, under what droumstanceq were they sanctioned? 

Sanctioit or Special Pensiovs osueb Artioib 924 (a) op the 
Civil Service Reguiatiox'.. 

181. Pandit Thakur Das Bhargava: (o) Will Government please state 
whether anv applications for pensions in excess of the amounts admissible 
under Civil Service Regulations or involving any relaxation of the rules 
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'were submitted for sanction of the Secretary of State since 1914 under 
Article 924 (a), Civil Service Begulations (Edition 1918)? 

(b) If so, under what circumstances? 

The Honourable Sir Basil Blackett: I propose to reply to questions 
Nos. 180 and 181 together Special pensions are given very sparingly 
under this rule. The collection of the detailed information from the re- 
cords of twelve years woxild involve expenditure of time and trouble^ out 
of proportion to any advantage which could be gained from the enquiry. 

Revision op the Pay of the Ministbeial Staff in Attached 
Offices of the Governmenp of India. 

L82. Maulvi Muhammad Shafee: (a) Will the Government be pleased 
to state whether the question of revision of the pay of attached offices of 
the Government of India is tmder consideration? 

(b) If so, what stage has the matter reached? 

(c) Has the scale of pay of the stenographers of the attached offices 
been already revised and enforced? 

(d) If so, is it a fact that the present scale of pay of stenographers in the 
attached offices is higher than that of the assistants? 

(a) If the reply to (d) is in the affirmative, is it not inconsistent with the 
practice in the Secretariat offices? 

The Honourable Sir Alexander Huddiman: (a) and (b). A representa- 
tion on the subject has been received and is under consideration. 

(c) Yes. 

(d) In most attached offices this is so. 

(e) In the Secretariat Offices the stenographers draw Bs. 17S — 500 
while assistants draw Bs. 200 — 600. 

Claims of Muslims to AFPOXNTMbNTS as Medical Officers 
OF THE State Railways. 

188. Bawab Sir Zulflqar All Khan: Will Government be pleased to 
state : 

(a) the present strength of the cadre of medical officers of the 

Indian State Railways, (East Indian Railway, Gbreat Indian 
Peninsula Railway and Eastern Bengal Railway)? 

(b) the number of Hindus, Moslems and Christians in that cadre? 

(c) when the last Muhammadan was appointed to that cadre? 

(d) whether there are any appointments contemplated to that 

cadre? and 

(e) if the answer to (d) above be in the affirmative, whether qualified 

Muhammadan candidates will receive favourable considera- 
tion? 

The Honourable Sir Oharles Innes: (^) 82 (including 1 temporary), of 
which 8 appointments are held in abeyance. 


B 
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(b) Hindus 6 (includmg 1 to whom an appointment has been offered 
but who has not yet joined). 

Muslim 1. 

Other classes 22. 

(c) 4th April 1916. 

(d) Appointments will be made as vacaaoies occur. 

(e) Claims of Muslim candidates will be fuUy considered along with 
those of others. 


Watbb Taxxs in Jtjtogh Cantinmu't. 

184. Pandit Thalraz Das Bbaxgava: 1. Is it proposed to revise the water 
taxes in Jutogh Cantonment? 

2. What are the present rates of water tax in Simla, Jutogh and 
Kasauli? 

sa 

3. By what amoiint is the water rate in Jutogh Cantonment contem- 
plated to be increased? 

4. What is the present basis of apportionment of tax and what will be 
the basis of the contemplated increase of the apportionment of the tax? 

5. Is it a fact that there is only one main pipe and one meter for the 
Bazaar in Jutogh Cantonment? 

6. Is it a fact that In days of scarcity of water the bazaar supply is 
reduced to half before the supply to Cantonment bungalows is affected? 

7. Is it a fact that there are public water stand posts and troughs 
connected with the main pipe whose water supply is measured by the 
meter for the bazaar? 

8. Is it not a fact that Jutogh Bazaar is the pass for Kashmir, Dhami, 
Arki, Bilaspur, Suket Mandi, Hoshiarpur, Ambala and various other im- 
portant places and that hundreds of men, cattle and mules uncozmected 
with the Bazaar have to pass every day from the bazaar and that the water 
used by them is also charged from the bazaar people ? 

9. What other taxes do the bazaar people of Jutogh Cantonment pay? 

10. Are Government prepared to reconsider the situation and leave the 
water taxes as they are? 

Mr. G. M. Young: (1) The answer is in the negative. 

(2) to (10). If in view of the answer to (1) the Honourable Member 
still desires the remaining information, or part of it, and will kindly com- 
municate vdth me, I will have the necessary inquiries made. 


PETITIONS RELATING TO THE CURRENCY BILL. 

Kumar Ganganand Sinha (Bbagalpur, Pumea and the Santhal 
Parganas: Non-Muhammadan): Sir, under Standing Order 78, I have to 
report tliab five petitions signed by 12 persons as per statement laid on 
the table have been received relating to the Bill further to amend the 
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Indian Coinage Act, 1906, and the Indian Paper Currency Act, 1928, for 
certain purposes, and to lay upon the Governor General in Council certain 
obligations in regard to the purchase of gold and the sale of gold exchange, 
which was introduced in the Legislative Assembly on the 26th January, 
1927* 


StaUment. 

Petitions received relating to the Bill further to amend the Indian Coinage Act, 1906, 
and the Indian Paper Currency Act, 1923, for certain purposes, and to lay upon 
the Grovernor Goneral in Council certain obligations in regard to the purchase of 
gold and the sale of gold exchange, which was introduced in the Legislative 
Assembly on the 25tii January 1927. 


Number of signalorieb. 


7 


Patna 


Disirict or town* 


Province. 


Bihar and Orhs^u 


4 Bankipore 

1 Arrah 


Bo. 


Bo. 


EEPORT OF THE COMMITTEE ON PETITIONS BE PETITIONS 
RELATING TO THE CURRENCY BILL. 

Maulvi Muhazumad Yakub (Rohilkuud and Euznaon Divisions: 
Muhammadan Rural) : Sir, I have the honoxir to lay on the table the *Re- 
port of the Committee on Petitions relating to Bills, These petitions all 
relate to the Bill further to amend the Indian Coinage Act and the Indian 
Paper Currency Act. 


ORDER OF THE DEBATE ON DEMANDS FOR GRANTS. 

The Honourable Sir Alexander Hnddiman (Leader of the House) : Sir, 
I have been approached on the question of the order in which the debate 
on Demands for Grants should be taken. I propose, Sir, with your per- 
mission, that we should adopt the course which I understand commends 
itself to the majority of the Members of this House. As, of course, it 
is right that Members should have due notice of this arrangement, I will 
state for the information of the House the procedure it is proposed to 
follow. We shall first of all take the Demand for Grant under the head 
Executive Council Demand No. 28. We shall then proceed to the 
Demands under Customs, Post Office, and Salt, Nos. 16, 28 and 18. 
Thereafter, we shall take the Demands imder Army, Income-tax and 
Opium, Nos. 38, 17 and 19. Thereafter, the Legislative Department and 
Debt Redemption, Demands Nos. 38 and 25, will be taken, and thereafter 
the Industries and Labour Department, No. 89. If further time is avail- 
able for discussion, the rfemainder of the* Demands for Grants will be 
taken in the order in which they stand oj\ the Order Paper. 

Ur. President: I do not know if the Leader of the House has agreed 
with the leaders of the other parties with regard to the time to be allotted 
to eacTx Grant. 


^Not printed. 
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The Honouzaiae Sir Alaaoder Maddimaa: Sir, it is not in my power 
deal with that question : it rests with the House and with you, Sir. 

Ur. President: The difficulty is that if the "'Executive Goimcil” Demand 
tahen up first, the question is whether aU the parties of the House 
ould agree that that should be finished on the first day and certain other 
rants should be taken on certain other days and disposed of on those 
lys. {Cries of Tes, yes *’,) 

Then I hope no Honourable Member will rise after 5 o’clock on the 
ih and thus enable the Chair to dispose of the first Grant on that day. 

The Honourable Sir Aleannder Uuddiman: I shfiJl be very pleased, Siri 
that is adopted by the House. 

The Honourable Sir Baidl Bladcett (Finance Member) : Sir, I do not 
ropose to lay on the table the statement regarding the action taken on 
le recommendations of the Betrenchment Committee. In the interests of 
3onomy I have arranged for it to be circulated to Honourable Members 
ad, as it is rather a lengthy document, it will be unnecessary to reprint 
in the debates if it is not laid on the table. 


THE CUEBBNOT BILL. 

The Honourable Sir Basil Blackett (Finance Member) : I rise to move 
lat the Bill further to amend the Indian Coinage Act of 1906 and the 
idian Paper Currency Act, 1928, for certain purposes and to lay 
pon the (^vemor General in Council certain obligations in regard to 
le purchase of gold and the sale of gold exchange, be taken into consi- 
aration. This Bill is substantially the same Bill as that which was 
Ltroduced into the last Assembly in Au^st last at Simla but was not 
roceeded with in view of the strong desire expressed on all sides of the 
Couse for its postponement. The principle of the Bill is that the time 
as come to stabilize the rupee at a fixed gold value and for that purpose 
) impose on the Currency Authority a statutory liability, never before 
nposed, to maintain the rupee at the ratio to gold so fixed. In the 
re-war system, there were no statutory provisions preventing the rupee 
rom falling below the fixed ratio to gold, so that the link between the rupee 
nd gold was imperfect. The Bill now before us is intended to be opera- 
Lve only during the interim period between the time it is passed into 
iw and the time when the Gold Standard and Reserve Bank Act comes 
ito operation. The future of Indian currency after that date will be 
sgulated by the provisions of the latter Act. Hiis Bill is, therefore, a 
rantitional measure only. 

2. But though the Bill is limited in scope, it raises directly a quesfion 
/hich has become a matter of somewhat acute controversy, namely, 
he question of the exact ratio which should be fixed between the rupee 
nd gold. In view of what has happened between now and last August, 
b is in my opinion, no longer possible to divorce the principle 
f this Bill from the question of the exact figure at which the rupee 
hould be stabilised. Either the risks- of immediate stabilization and 
he objections to immediate stabilization are still so great as to make it 
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dewable to wait a little longer or the time has come to stabilize the rupee 
at a ratio of 8*47 612 grains of gold, that is, the ratio corresponding to 
la. 6d. gold per rupee. The principle of the Bill is that the time has 
come to restore real stability to Indian currency, and that can only be at 
la. 6d. To put la. 4d. on the Statute Book now means not stability but 
a new ^d exceedingly uncomfortable period of instability of financial and 
economic conditions in India, all the more difficult and dangerous because 
it would be brought about, not gradually or by the operation of ordmary 
causes affecting exchange, but by the arbitrary fiat of the Government 
and Legislature and in a catastrophic manner. 

3. Let the House consider what is really involved in the proposal to 
amend this Bill so as to fix the ratio forthwith at la. 4d. instead of la. fid. 
gold. It means that a statutory obligation is imposed on the Government 
as Currency Authority forthwith to water the currency to whatever 
extent may be necessary to prevent exchange from rising above approxi- 
mately 1«. 4Ad. The moment it became known that the Government 
were prepared to accept the views of the school which desires to substi- 
tute la. 4d. for la. fid. in this Bill, exchange would fall at once to the 
neighbourhood of la. 4 -Xd. and the Government would have no option but 
to exoand the currency dv a very large amount in order to keep exchange 
down to that figure. Tnere is very little doubt that the expansion 
required in the first instance would be in excess of what would ultimately 
prove requisite. This nearly always happens when a special effort has to 
be made to keep exchange down. After a certain time the pendulum would 
swing back and a new period of contraction of currency such as we have 
recently been experiencing would ensue in order to prevent exchange from 
falling below approximatdy la. 8 ||d., that is, below the gold export point 
oorrespondmg to la. 4d. 

4. The first effect would be to cause something like a financial panic, 
with all round dislocation oi business and enormous and entirely unmerited 
losses to all sorts of people in India. There would be a sharp rise in prices 
£dl round, u rise of approximately 12^ per cent, the greater part of which 
would naturally take place at once. There would be labour unrest and social 
and economic disconUnt all over India. What answer could the Govern- 
ment and the Legislature give to bankrupt merchants and traders whose 
misfortunes were entirely due to iheir action? What answer could the Gov- 
ernment and the Legislature give .to wage-earners, industrial,, a^cultural 
tand commercial, whose real wages had been suddeidy and arbitrarily reduc- 
ed? What would be the position of the Govemmonfe and of this House to- 
* wards Government employees of all classes? Many Members of this 
House have been pressing the claims of the postal servants and of the 
telegraphists for improved conditions or have been complaining of the un- 
duly low wage of the railway men or of &e clerical establishments in various 
Government departments. Is anyone in the House prepared to contend 
that the Government woxdd be justified in refusing or that they 
would support the Government in refusing any increase in money 
wages to the postmen, to the lower paid clerical staff in Gov- 
ernment offices, to the railway workmen and so forth, if these employees 
of the Government came forward, 'as they undoubtedly would, with a 
complaint that the Government and the Legislature had reduced their 
real wages by 11 per cent, and a demand for la compensatory increase in 
money wages? 
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6. Look again at tib.6 case ol tlie factory kanda and industrial and 
commercial employees generally. It is not denied tkat tke kope of efiect- 
ing a concealed reduction of wages is nake^y present in the mi]^s of many 
of the adYocates of Is, 4d. Are the House satisfied that the real wages 
of the workers all over India ar? on a scale which justifies an all'^round 
reduction of something like 11 ])er cent? Clearly, this is not the case. 
Even if there are particular industries where wages are at present unduly 
high, the Currency Commission are on sure ground in saying that it is nc^ 
sound policy to use the currency as a lever to reduce wages. And even 
in the special' case of wages in ihe Bombay cotton mills, are the House 
prepared to decree a heavy cut!' A big Bombay mill-owner was asked 
not long ago if he thought wages could stand a reduction and his answer 
was “as a mill-owner, yes: as a humanitarian, no“. The inevitable 
result of a reduction of the exchange to Is. 4d. would be a series of strikes 
all over the country, in the coitoi industry, in the jute mills, in the iron 
and steel works, wherever the en ployers were unwilling to make a corres- 
ponding increase in money wages. Even supposing that the Government 
were prepared to stand silently by as strike after strike took place and leave 
the employers to fight the matter out with their employees, does Sir Victor 
Sassoon, does Mr. Gavin Jones, really think that when his workmen 
come to him and say “You have made a cut of 11 per cent, in the value 
of our wages and we want a rise’*, he can reply, “No, we have not cut 
your wages. It is the Government who have cut your wages. They 
have done it in the interests of India. Incidentally, of course, it helps our 
pockets, but it only means that you will no longer waste your money on 
extravagant luxuries and be willing to work harder **? After his evidence 
before the Currency Commission, does Sir Victor Sassoon really think that 
he can take that line and avoid a series of strikes or that he will have the 
sympathy of the public when the strikes come? 

6. I do not forget that in a sjieeoh on the Bailway Budget Sir Victor 
Sassoon repudiated his evidence before the Currency Commission and tried 
to make out that the cost of lining would not rise by more than one 
or two per cent. His argument was based on the lanalogy of what to6k 
place when exchange was gradually rising and the Index numbers of whole- 
sale and retail prices were influerced by many factors besides exchange. 
This analogy is of little value for the case now before us, when with no 
change in any of the other factors, the established rate of exchange is to be 
suddenly and violently altered. Clearly Sir Victor Sassoon proves a little 
too much. If he is going to raise tne price of his own cotton goods by some- 
thing like 12^ per cent, and the aCTiculturist is going to get 12^ per cent, 
more in terms of rupees for cotmn and food grains, the cost of living 
for the wage-earner must go up correspondingly. Sir Victor Sassoon 
would have been wiser to tok to the evidence he gave to the Currency 
Commission. It is absurd to pretend that the cost of living will not go 
up immediately by the greater pap of 12^ per cent., and eventuially be 
higher by the full 12J per cent, wifc exchange at Is. 4d. instead of 1«. 6i. 
The Honourable Baronet's argumeat is demonstrably wrong, and in addi- 
tion is a complete denial of the wiole foundation of his other arguments 
about the gain to the agrioulturistE from the la. 4d. ratio. 

7. Whatever the arguments fer or against immediate stabilisation at 
la. 6d., I submit that ihe alternative of immediate stabilisation at la. 4d. 
is entirely out of the question. It is absolutely unthinkable, that wa 
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should suddenly^ and arbitrarily deoree a depreciation of 11 per cent, in 
the value of every rupee^, every currency note, every title to money in India^ 
The choice, if there is a choice, must be between stabilising at Is. 6d. 
now and not stabilising at all at present. A decisian not to 
stabilise at all at present is not inconceivable. There are indeed some 
distinguished advo^tes of this course, such as Sir Charles Addis, 
and it has, I believe, some support in Caloutta among some of the 
exchange bankers. The view whidi this school puts forward is, I think, 
that it is open to question whether gold prices and conditions generally 
the world over have sufBioiently settled down as yet so as to justify India 
in finally surrendering her freedom to give preference, in case prices fall 
or rise steeply, to stability of prices rather than stability of exchange. 
Some of them^ go on to say that the existence of large quantities of silver 
rupees in India in excess of those required for circulation and the well- 
known pitfalls that all attempts to deal with TtidioTi currency hitherto 
have stumbled into afford extra reasons for special caution and even make 
It doubtful whether stabilization is really possible at any figure whatever. 

8. The answer to this school may be given shortly. First of all, the 
Commission are unanimous in recommending immediate stabilization 
after fully considering all the arguments against. In the second place, 
we have in fact enjoyed absolute stability of exchange for practically two 
years and in relation to sterling for 2| years and India has greatly bene- 
fited thereby, and the Currency Authority has in fact managed fairly 
comfortably to maintain stability in spite of the recognised difficulties, 
which may indeed be said to have, to a very large extent, been already 
met and overcome during the last two years. Indeed not the least 
important of the arguments for stabilising now at la, 6d. gold is the fact 
that any other course involves undoing what has been done and taking the 
risks of having to begin all over again. 

9. Theoretically, it is true that stability of prices and stability of 
exchange are not absolutely compatible. But as a matter of history, 
the two have more often been found in conjunction than in isolation; 
and except in times of world convulsions the experience of mankind goes 
to show that stability of exchange has been a useful contributory factor 
in maintaining reasonable stability of prices. It is impossible to prophesy 
the future course of prices or to say with absolute assurance that world 
conditions in general are now making for stability. The present ferment 
in China is clearly a new argument on the other side. But the Com- 
mission satisfied themselves ihat there were good prospects of reasonable 
stability. Most people, I think, will accept the view of the Currency 
Commission that, * ‘there is not any event in the foreseeable future which 
would be likely to make conditions more favourable for the purpose of 
stabilisation than they are at present, end the outcome of which ou^ht 
therefore to be awaited”. Moreover, there are some special factors wmch 
are making for the maintenance of stability of world prices generally. It 
is well-kndwn that the strongest financial countries, Great Britain and 
the United States of America, are both directing their monetary policy 
towards the maintenance of stable prices at somewhere round the Index 
number of 160 as compared with 100 prewar. This has been publicly 
affirmed to be the policy of the Federal Beserve Board of the United 

Pfft'I’OC! 

10. There are also some arguments peculiar to the present conditions 

in whidi reinforoe the view taVen htr fh. ~ 
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namely, that the time for immediate stabilisation has arrived. A deoision 
to postpone immediate stabilisation would have oons6(juences not indeed 
so disastrous as a decision to stabilise at once at Is. 4d., but 
extraordinarily disturbing. It would mean going back on the policy 
adopted by the Government on the recommendation of the Currency 
Commission last August, a retrograde step from certainty to renewed un« 
certainty, 'and therefore all the more unsettling. There are, I suppose, 
three alternative courses which might possibly be tcken if the Legislature 
came to the conclusion that it was undesirable to concede the principle 
of this Bill. The first is that the Government should continue, as they 
have been doing, by executive action, to maintain the ratio at la. 6d. and 
take some later opportunity to secure statutory authority for that ratio. 
If this course were taken with *^he full concurrence of the Legislature, it 
would obviously be only very slightly diSerent in its results from the eSects 
of passing this Bill into law. But it would be less convenient from &e 
point of view of both the Government and the country. The inoperative 
ratio of 2«. would remain on the Statute Book, gold would still not be 
receivable at the ie jaoto rate, and there would be no statutory obligation 
bo prevent exchange from rising above or falling below the gold points- 
Further the unnecessary complications in our accounts cotfid not be got 
rid of for the time being and there would presumably continue to be 
some agitation in the country and some consequent uncertainty in the 
money market regarding the permanence of the Is. 6d. ratio. The two 
remaining alternative courses depend on the assumption that it has been 
decided that the time has not yet come to arrive at any conclusion as 
to what the ratio should be. Either the Government as Gurrency Autho- 
rity might leave the exchange entirely to the play of natural forces or it 
might aim at stabilising prices at or around some given Index figure, 
while leaving exchange to fluctuate with reference to external causes 
affecting wond prices. The first of these alternatives means, I suppose, 
that the Government would withdraw entirely from the responsibiUties 
which it at present undertakes for the regulation of the supply of legal 
tender. It would neither add to the currency by expansion nor reduce 
* it by contraction, and would leave the exchange to be regulated by the 
coinbined effect of internal weather and other conditions inside India and 
the movements of external prices. The Government would in fact give 
up altogether what is called by its opponents the manipulation of cur- 
rency and no other authority would take its place. H ttie Government 
had done this in the last three or four years, the course of the rupee 
sterling exchange would have showed most extraordinary and violent 
fluctuations. It might have gone up to 2a. at one time and come down 
a^in to la. 6d. or possibly even lower. The ultimate effect of complete 
withdrawal by the Government would, I suppose, theoretically be to push 
exchange eventually to 2s.j the figure on the Statute Book. But the 
picture is not really a conceivable one. Any such complete withdrawal by 
the Government in the wmters of 1928-24 and 1924-25 would undoubtedly 
have been followed by widespread bankruptcies owing to abnormal strin- 
gency in the money market and for the time being all possibility of Gov- 
ernment borroTidng in India would have come to an end. The Govern- 
ment would have been unable to meet its maturing obligations otherwise 
than by borrowing outside India. All railway development and other 
capital development would have been brought to a sudden stop and most 
businessmen would have been driven out of business. Indeed a very 
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short experience of such abstention by the Qovenunent would have result- 
ed in the commercial communities coming in deputation to Government 
and imploring them to take action or, alternatively, in a successful revo- 
lution to get rid of the Government altogether. (Mr. T. 0, Ooswami: “ A 
jolly good thing **.) The policy of complete abstention is not, therefore, 
practical politics. 

11. If the Government do not abstain completely from intervention in 
the matter of the supply of currency and if the poKcy of regulating that 
supply in order to maintain exchange stable at la. 6d. is not to be continued, 
the only alternative is for the Government to attempt to keep prices 
stable at or around some given Index number and to proceed to add to 
or deplete the currency with reference to the tendencv of prices to fall 
or rise. This is a possible policy. But in the first place, it is entirely 
contrary to the unanimous recommendation of the Currency Commission,* 
and in the second place, it involves a preliminary decision on the question 
whether prices are to be kept stable at or around &e present Index 
number or whether some other figure is to be chosen; and if so, what 
that figure is to be. I can hardly think, for example, that the House 
would like the Government to aim deliberately at raising the level of 
prices all round yet this is what seems to be the main aim of the pro- 
tagonists of 1«. 4d. This alternative in fact leaves the Government in 
exactly the same invidious position in which they were before exchange 
was temporarily stabilised at 1«. fid. and open to violent criticism from 
every quarter in eveiy conceivable contingency. It continues indefinitely 
the unsatisfactory position of Indian currency in the state in which it was 
left after the breakdown of the pre-war system in 1917 and the failure 
of the attempt to restore stability of exchange in 1920. Nor does it avoid 
controversy, for very much the same controversy would arise over the 
question of the Index Number of wholesale prices around which a fresh 
attempt should be made to maintain stability as has arisen over the 
question of the exact ratio of the rupee to gold and such a policy is 
just as likely to lead eventually to a higher ratio than la. fid. as it is 
to lead to a lower one. If there were a real probability of a ^esh period 
of violently fluctuating world prices, there would be much to be said for 
this alternative. But in the present conditions, it appears to me that it 
offers little or no benefit to India while it sacrifices all the real advantages 
of stability of exchange. 

12. Let me sum up the various alternatives that I have discussed. 

(а) The first is complete abstention bv the Government from inter- 

vention to regulate exchange, leading to enormous fluctua- 
tions and probably to a money panic and, eventually it it 
is conceivably possible at aH, to a 2a. rupee. 

(б) An attempt to stabilise prices round the existing level of whole- 

sale prices, say an Index Number of about 150, or round 
some different level of prices, leading to a long neriod of 
uncertainty, absence of stability of exchange and undiminished 
controversy. 

(o) Stabilisation at Is. 4d. as advocated bv a vocal party in 
the country leading to immense immediate losses, social 
and labour unrest, higher prices all lound in terms of rupees 
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defioils in the budget of every Grovemment in India involving 
increased taxation and, when final equilibrium has been res- 
tored, no permanent benefit to anybody. 

(d) Stabilisation at Is. fid. las proposed in the measure now before us. 

18. So many arguments have been advanced by the advocates 
of Is. 4d., that there is danger that the case for Is. fid. may be 
insufficiently stated and understood. The controversy that has 
been going on for the last 6 months and longer has tended to 

take the form of the setting up of one argument after another 

by the opponents of Is. fid. and the demolition of these argu- 
ments one after another by the advocates of Is. 6d., in such a zruanner 
that the case for Is. fid. has tended to be forgotten. If my analysis of 
the position as given above is at all correct, the reason for this tendency 
is clear. The do faoio ratio holds the field, has held the field for nearly 
two years, is working reasonably well, has brought about stability and 
increased confidence all round, lias helped enormously to restore balance 
and stability to budgets and in la special degree to secure for the agri- 
culturist a fair price for his produce. And the onus of proof that some 
other ratio oi^ht to be substituted for it rests with the advocates of 
that other ratio. There is no real onus on the supporters of the de faoto 
ratio to prove the case for maintaining it. It is for its opponents to show 
cause for upsetting it. 

14. I think it will be useful, if I proceed to state the case 

for l9. fid. In a speech which I made in Calcutta December last before 

the Indian Chamber of Commerce, I summed the case for Is. fid. up in 
eleven points. None of these have since been seriously challenged. I 
repeat them here and challenge any economist in the House to find any 
flaw in them. They are as follows : — 

(1) The silver rupee has no natural value other than the value of 

the silver bullion which it contains. Any other value idian 
this for the silver rupee must be artificial. 

(2) No one ratio for the rupee can possibly be permanently more 

advantageous for India than another. The question is not 
and never can be whether one particular ratio, say, Is. fid., is 
permanently more advantageous for India than some other 
ratio, say, Is. 4d. or 2s. 

(3) All arguments based on the belief that the fixation of one 

partioulai' ratio is definitely and permanently advantageous 
or disadvantageous to this or that interest are entirely 
irrelevant. 

(4) A rising rate n£ exchange tends temporarily to assist imports and 

discourage exports, but this tendency is often counteracted, in 
whole or in part, by movements in world prices as happened 
in the case of India from 1922 to 1926. 

(5) A falling rate of exchange Has the opposite tendency. But this 

again is often counleraoted by external causes affecting the 
level of prices. 

(6) A fluctuating rate of exchange restricts the volume of trade and 

commerce and subjects both the producer and the consumer 
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to losses without necessarily profiting the middleman who is 
, , often imwillingly mad^ a speculator when he would prefer to do 

. safe business. 

(7) A stable exchange is what everybody wants and is to everybody's 

interests. 

(8) In considering the fixing of the ratio at the present timOi the 

first question must be “ Is the time ripe for fi'ging the ratio ? 
The Currency Commission are unanimous in saying that it is. 

(9) The only other relevant question is: “At what ratio can stability 

of exchange be most easily and quickly secured “? The 
Commission are unanimous on this point also. 

(10) The Commission are unanimous in saying that if prices have 

adjusted themselves in a preponderant degree to the ratio of 
Js. 6d,, it is in the interests of India that the ratio should 
be fixed at la. 6d. 

(11) If it is accepted that the time is ripe for stabilising the rupee, 

the only point open to argument is whether prices have 
adjusted themselves in a preponderant degree to the la. 6d. 
ratio. This is a question of fact to be examined as such. 

15. Let me expand some of these points a little. There has been a 
great deal of loose talk about this, that or the other ratio being natural or 
artificial. The only possible natural ratio for the silver rupee is its value 
as silver. Until 1893, this was its only value. But it was foimd that a 
silver standard led to such enormous and continuous fluctuations in the 
exchange value of the rupee in relation to the currencies of Gold Standard 
countries that the old mono-metallic standard was deliberately discarded 
and India started forth on the long and painful journey towards a Gold 
Standard, the last stages of which we are now engaged in trying to complete. 
The ratio of la. 4d. sterling was established as a result of the Fowler 
'Committee’s Beport in 1899. It is an interesting commentary on the 
present day controversy that the supporters of la. 4d. to-day as against 
la. 6d. are continually harping on the recommendations of the Fowler 
Committee. That report is one of their greatest favourites. But the curious 
thing is that their larguments are, to a very large extent, simply a re-eohomg 
of the Minority Beport of the Fowler Committee. And the Minority 
wanted a ratio of la. Bd. instead of la. 4d. for very much the same reason 
as the opponents of la. Bd. now clamour for la. 4d. In view of the popu- 
larity of Minority Beports and Minutes of Dissent, I find it difficult to 
imderstand why ia. 4d. and not la. Bd. should be the alternative to la. 6d., 
which finds favour to-day. In 1899, the de facto ratio was la. 4d., though 
it was not by any means so firmly or so loner establi<*hed as la. 6d. is 
to-dav. And the main reason for choosing la. id. in 1899, was that it was 
the de facto ratio. And that is the main reason for choosing la. 6d. to-day. 

16. The ratio of la. id. Was maintained by careful regulation of the 
currency, or what is called * manipulation from 1899 to 1916. It suited 
India well enough because it became finnlv established. But it was an 
artificial and not a natural ratio, a fact which was clearly demonstrated-— 
hence our troubles to-dav — ^when in 1917 the value of the silver in the 
silver rupee increased beyond the value of the silver rupee as a coin. 
Ihconvertibilitv was then held to be impracticable and the only course open 
was to allow the standard once again to become for a time a mono-metallic 
silver one arid to allow the exchansre value of the silver rupee to soar to 
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imprecedexited heights. The ratio has not been Is. 43. sterling or Is. 43. 
gold for more than a few months together at any time since 1917. Clearly 
Is. 43. is in no sense a natural ratio, nor is it the established or de faoto 
ratio to-day. 

17. Points (2) and (8) are as follows: — 

(2) No one ratio for the rupee can possibly be permanently more 

advantageous for In^a than another. The question is not 
and never can be whether one particular ratio, say Is. 63., 
is permanently more advantageous for India thm some other 
ratio, say, Is. 43. or 2s. 

(3) All arguments based on the belief that the fixation of one parti- 

cul^ ratio is definitely and permanently advantageous or dis- 
advantageous to this or that interest are entirely irrelevant. 

There is, I think, a good deal of misapprehension on these points. No 
argument is more often repetted by the exponents of Is. 43. school than 
that the agriculturist whose ]>roduc6 is sold for export loses 12^ per cent, 
on all he sells. The lavoxirije form of the argument often used by Mr* 
Janmadas Mehta is the charge that India is being made to lose 40 or 
more crores a year by the Is. 63. exchange. I would ask Mr. Janmadas 
Mehta to compare that argument with Sir Victor Sassoon's argument a 
day or two ago that it makes, no difference with the ratio at Is. 43. ; 63J 
crores of rupees more are required to pay the sterling debt. If the two 
can square those arguments, they can perform the feat of squaring the 
circle. Let us examine this charge. My first answer is that if you 
can produce a gain of 40 cro res or more for India by arbitrarily reducing 
exchange from Is, 63. to Is. 4 d., why not double or treble or quadruple the 
gain by going down to Is. 23. or Is, or 103. ? This redvctio ad ahmrdum 
^ould at least warn those wno make this charge that there is some fiaw 
in their argximent. And the fiaw is this. Nothing is gained by the Indian 
exporter or any one else if !ie receives in payment for what he sells a 
larger number of rupees of less value instead of a smaller nxunber of rupees 
of greater value if the gold or commodity value of what he receives remains 
unaltered. This is exactly vhat happens, as the following analysis will 
show: — 

A sella produce with a world market or destined for export for 1,888 
rupees with oxchance at Is. 63. for which, if exchange were at Is- 43., 
he would get £s. 1,500- The contention is that he loses 167 rupees 
owing to exchange being at Is. 63 

But it is agreed by ail that under a gold standard the only 
thing that matters is tl e gold value of the money which a 
man gets for what he sslls and pays ouf for what he buys. 
It is importmt to rememlier that though for convenience we talk 
of Rtabilisinsr at Is. 63 what we really mean to do is to fix the gold 
value of the rupee at 8'4751 grains per rupee. The habit of talking of 
the rupee in relation to its sterling value is responsifclo for more than 
one fallacv in the Currency League’s propaganda The theory of a gold 
standard is that all money iiransactions take place either in gold or in 
legal tender notes or coins wibh a fixed gold value, and all prices are gold 
prices. Now, with the rupee at 1? 63 , the rupee has a value equal to 
grains of gold With the rupee at Is. 43 , the rupee has a value 
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of 7J grai^ of gold. I ignore the decimal points for oonvenienoe. 
Now our friend A at present with the rupee at 1«. 6d. receives 1,881 
rupees, eaoh worth 8* grains of gold. With the rupee at la. 4d., he 
mceives 1,500 (rupees each worth 7J grains of gold. A simple sum 
in multiplication will show that in each case he receives rupees worth exaotlv 
the s^e amount in gold, tjis., approximately 11„800 grains of gold. M 
A desires to spend the whole of his rupees in buying gold, he gets exactly 
the same amount of gold whatever the exchange rate, since all values 
under a gold standard are gold values, determined, that is, by the value 
of gold, the rupees he receives in either case give him exactly the same 
powier of purchasing commodities whatever the commodity he desires tc 
purchase. (An Honourable Member: ** Question.") It is easy enough to 
question arguments but it is difficult to question facts. It is clear that 
once prices are stabilised at the gold value determined by the ratio between 
the rupee and gold, there is and can be neither loss nor gain to the 
producer or the exporter or anyone else. All that can possibly happen 
as the result of lowering the ratio is that during the period of instability, 
while prices and taxes are being readjusted to the new ratio, there will 
be some people who will temporarily maike extra profits «nd some who 
will correspondingly make losses and e:q>eri6nce slmws that it is nearly 
always the agricidturist on whom the biggest losses fall. 

18. Points (4), (6) and (6) about a falling, a rising and a fluctuating rate 
of exchange are self-explanatory. So is point (7). A stable exchange 
is what India wants and what everybody wants. I need not comment 
on these points. They lead directly and inevitably to the unanimous con- 
elusions of the Commission which were summed up in points (8) and (9). 
In considering the fixing of the ratio at the present time the first question 
must be, " Is the time ripe for fixing the ratio?" The Commission say 
that it is. And the only other relevant question is, " At what ratio can 
stability of exchange be most easily and quicldy secured?". 

19. We now come to Point (10). 

Point (10). — ^The Commission are unanimous in saying that if prioet 
iiave adjusted themselves in a preponderant degree to the ratio of la. 6d. 
it is in the interest of India that the ratio should be fixed at la. 6d> 

Let me quote the Commission 's exact words on this point. (Para- 
graph 177 of the Eeport)- "We wish to make it dear at the outsei 
that the central and, as it seems to us, the decisive factor is the extent k 
which the prevailing rate of exchange is reflected in internal prices- W< 
are unanimous in holding the view— —and indeed it is a proposition whicl 
it would be difficult to controvert — ^that if it can be shown that prioei 
have, to a preponderant degree adjusted themselves to the de facto rate 
then that rate must be adhered to." 

It will be seen that the Commission are unanimous and they go so fa 
as unanimously to describe this proposition as one which is not far shor 
of incontrovertible. Sir Purshotamdas Thskurdas has, I believe, sine* 
the date of the Beport, described this proposition as a mere theoretica 
platitude. If so, it is one of those flat-footed platitudinous tnxthi 
which sometimes flatten out the whole elaborate case of anyone wh< 
tries to build up an argument which ignores them. 
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20. I come now to Point (11)* 

JPoini (11). — it is accepted ehat the time is ripe for stabilising the 
rupee, the only point open to argument is whether prices have adjusted 
themselves in a preponderant degree to the la. Gd. ratio. This is a 
question of fact to be examined as such. 

A great part of the Minute of Dissent from the Currency Commission’s 
Report is devoted to trving to produce evidence to Rh(" thil ]jnco«i base 
not adjusted themselves in a preponderant degree to la. 6d. or at least that 
they had not adjusted themselves at the time when the Minute was written 
in May or June, 1926. I examined some of the arguments in the Minute in 
a speech 1 mode in Delhi, in November, 1926, and showed that if some 
necebsary corrections were made in the arithmetic and if the figures were 
brought up to a more recent date, the conclusion which emerged directly 
from Sir Purshotamdas’a own arguments would bo that even when the 
Minute was wrifeten, prices had alremh adiusted theu solves m a pre- 
ponderant degree to la. 6d. and that this adjustment, in so far as it w^as 
incomplete at that date, had been in a process of rapid completion sinoe« 

21. He]te, I should like to remind the House of the events of August 
last when the previous Bill was brought before the Assembly. I pointed out 
to the House that the main case for la. 4d. was founded, in the Minute 
of Dissent, on the argument that adjustment to la. 6d. was incom- 
plete and that it was not too late for la. 4d. to be chosen instead. 
I pointed out that the postponement of the Bill inevitably meant 
that such case as might be advanced for questioning la. 6d. would 
be completely destroyed by postponement. Nevertheless ihe House 
pressed for postponement and the Government yielded. I do not know 
whether it is going to be seriously argued to-day that prices have not 
adjusted themselves to the la. 6d. ratio in a preponderant degree. I hope 
I may still rely on Sir Purshotamdas not to throw over his Minute of 
Dissent. But among the supporters of Is. 4d. I have observed recently a 
strong tendency to shift the ground entirely. A book has recently been 
published with a special eye to these discussions by Mr. C. N. Vakil and 
Mr. Muranjon entitled '‘Currency and prices in India” in which the Is. 4d. 
ratio is strongly supported, so that, I suppose, the views of the authors 
will find favour with the Currency League. The authors of that book 
entirely repudiate the argument in the Minute of Dissent as regards non- 
adjustinent of prices. They dismiss the whole argument cursorily with 
the remark that " the question raised by the Commission in paragraph 
177 of their Report whether prices have to a preponderant degree adjusted 
themselves to the existing dc facto ratio need not be raised. This is a 
truism known to every businessman They go on to say that “ the 
question is of an essentially different kind. Tbo whole process has been 
reversed and therefore nttonlion is directed to a wi'ong point of view which 
reduces itself to a truism as shown above. Instead of prices determining 
exchange exchange has been made to determine prices through 
conscious control; and when the inevitable result of such a 
poliev, namely the harmonv of internal prices xrtli world prices is in sight, 
we are told once again to change our angle and sav that because adjustment 
has taken place, wc shoiild fix the dr farfo i*itio h\ Liw”- Note that Ihe 
authors expressly admit the success of the Government’s poliev of securing 
the harmony of internal nrices with world prices, which is the whole meaning 
and purpose of stability of exchange at whatever figure it may be sought 
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to fix it, whether 1«. 6i. or 1«. 4d. The authors proceed however to argue 
that India should revert to Is. 4<?. because it is the pre-war ratio while 
admitting that the restoration of the la. 4d. ratio “w’ould now certainly meau 
some trouble and sacrifice though not of our own making*’. I fail to see what 
consolation it will be to India generally and to the individual sufferers to 
know that the trouble is “ not of our own making **, especially as the 
trouble will have been deliberately brought upon them and upon India by 
the action of the Legislature if it rejects the Government’s recommendation 
in this Bill, and all the trouble and sacrifice can bo avoided by the acceptance 
of the Government’s recommendation. Why should we deliberately destroy 
that harmony of world prices with internal prices which is the end and object 
of stability of exchange just as we have successfully achieved it, simply in 
order to achieve it once again at a different level at the cost of needless 
suffering and tribulations, for which there is no compensation of any kind? 

22. What then is the position we have 'reached? Some of the strongest 
advocates of the Is. 4d. rate admit that it is hopeless to try and argue iSiat 
prices have not adjusted themselves in a preponderant degree to Is. 6i. 
They recognise that prices have adjusted themselves and that every 
businessman knows it. They have, therefore, shifted their ground entirely 
and now rely on an argument which seems to me quite unconvincing and 
unduly emotional. I shall be interested to hear what Sir Purshotamdas 
Thakurdas has to say on this. But I should like to make an appeal to 
him. He has put up a great fight w«hich we all admire. But tlxe facts 
are against him. The unanimous verdict of the Currency Commission in 
which he concurred is against him. His own Minute of Dissent is against 
him. Does he still adhere to the unanimous view of the Commission, 
which is so difficult to controvert, that if, prices have adjusted themselves 
in a preponderant degree to la. 6d., then la. 6d, should be adopted? If he 
does so. I may yet perhaps find him voting in the same lobby with me. 

Sir Purshotamdas Thakurdas: Or you in the same lobby with me. 

.The Honourable Sir Basil Blackett: If prices have not adjusted 
themselves to la. 6d. I will join him in the other lobby. If he and his 
supporters do not adhere to the Minute oE DiSbent, is it not rather hard 
on the jGovemment that after the whole elaborate case has been stated 
for the world to read in a Minute of Dissent appended to the Eeport of 
a Eoyal Commission, that^all the Government gain bv destroying that argu- 
ment is that they should hWe to start again destroying a new set of equally 
fallacious arguments? 

23. And wh^t dofs tho admission, tjiat prices have adjusted themselves 
in a preponderant degree, mean? It means that there is no more reason 
to-day for disturbing the Is. 6d. ratio than there was for disturbing the 
la. 4d. ratio in, say. 1907. It moans that we have come to the end of a 
long struggle to restore equilibrium to currency and exchange and prices 
after th6 war upheaval. It means that the supply of currency has been 
brought into harmony with the demand at the existing level of prices and 
internal prices into harmon's with each other and with world prices. It 
means that businessmen and traders of all kinds can go ahead, 
once the last remains of uncertainty are removed by placing Is. 6d. 
on the Statute Book, with confidence and hope to expand their 
activities to launch out into new and promising ventures,, without any fear 
of seeing all their bright hopes upset by the vagaries of exchange, and with 
a prospect of reasonably stable prices* also, knowing as they do that strong 
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influences are at work to ke^p world prices steady at about the present 
level, they can look forward to normal oonditions generally and expanding 
> oppc^unities in every directioti. 

2L Stability of exchange mi prices means more perhaps to the agri- 
12 N IT community than anything else in India. Look what the 

‘ comparative stability of the last two years has already done. It 
has removed fears of increases in existing taxation, actually lightened 
burdens in some cases, for example, ootton excise duty and water-rates in 
the Piuxjab; it has begun to reduce Bailway fares and freights; it has 
'reduced provincial contributions. StiU more, it has enabled the agricul- 
turist to get a fair price for hi a produce. What is the lesson of the follow- 
ing figures? 

In December 1928, excharge stood at Is. 8d. gold. The Lidex No. of 
{prices for cereals was 105 and for pulses 109. These two heads cover 
more than 50 per cent, of the total agricultural production of India. In 
December 1926 exchange stood at Is. 6d. gold and the Index No. of prices 
for cereals was 188 and for pulses 159. ‘Vlhiy has the value of food grains 
^gone up in spite of the rise in exchange? The answer is, mainly, that 
in times of fluctuations of exchange and general instability of prices, 
the agriculturist all too frequently finds that while the prices of the things 
he buys go up against him, Ihe prices of what he has to sell do not rise 
in anything like the some proportion. Stability has restored the equili- 
brium and has brought the a^;riculturist into his own again. Even in the 
case of cotton which for a long time stood at a very high level as com- 
pared with other commodities i and the Index No. for which has recently 
come more into equilibriiun ^nth other commodities, the following figures 
supplied to me by a firm in Bombay will show how unimportant exchange 
has been as a facW in prices is compared with other factors. 

Livoi!pool Futures 

Date. Harch Fully good BengaL Exdiaiige* 

ddiyery. 

a d 

Slst December, 1920 , • 10*57<?. Bs. 216 per candy of Vmi gold, 

781. Kfc 

28tb February, 1921 , , 6'80d. Rs. 185 „ ^ 

26th January, 1927 . . 7*lSd; Rs. 280 ,9 ^ 1/6 „ 

It will be seen that in spite of a rise of nearly 50 per cent, in the gold 
value of the rupee, the rupee price of cotton so far from falling has risen 
appreciably. 

25. I wonder whether it is really necessary for me to spend time and 
labour on meeting the argument about the sanctity of the pre-war ratio. 
Most of the arguments of the Currency League are based on an entirely 
incorrect assumption that the C Government have suddenly and violently raised 
exchange from Is. 4d. to Is. (id. in a month or two. It was not the Gov- 
ernment's action hut the effeci of the War which upset every currency sys- 
tem in the world and India's among them, and disturbed the Is. 4d- ratio. 
For 10 years the rupee has hac no :^ed ratio to either gold or sterling, and, 
as a matter of fact, the ratio which it is proposed to alter in this Bill is not 
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the ratio of Is. 4d. but the ratio of 2s. gold. It is not proposed now sud- 
denly to raise the ratio; but on the contrary it is the opponents of Is. 6d. 
who want now suddenly and violently to lower the v^ue of the rupee. 
And the argument with which I am now dealing is that because Is. 4d. 
was the pre-war ratio for a period of less than 20 years, it ought now to 
be regarded as sacrosanct and immutable in spite of the e 2 [perienoe of the 
last 10 years. And what does India stand to gain by this reversion to 
the pre-war ratio? Nothing except the sentimental satisfaction of restor- 
ing Is. 4d. And at what cost? At the cost of much sacrijBce and suffer- 
ing, as is admitted even by some of the foremost protagonists of the Is. 4d. 
ratio. Et is admitted that there can be no permanent gain to anyone 
from a reversion to Is. 4d. I put it to the House that there is no more 
reason for suddenly changing over from Is. 6d. to Is. 4d. now than there 
would have been in 1907 for changing from Is. 4d. to some other ratio. 

26. It may be true that certain interests in India will gain temporarily 
at the expense of certain other interests. Some employers may gain 
temporarily at the expense of their workmen. A certain number of specu- 
lators may make handsome proj&ts. The higher level of taxation 
that will be necessary may fall more heavily on some classes than on 
others- But for India, as a whole, there is and can be no permanent 
gain and there must and will be certain and serious losses. Does the 
House want to reduce by 11 per cent, lihe value of every rupee and eveiy 
currency note now in circulation? That is what 1:he demand for Is. 4d. 
means for the permanent benefit of nobody. Does the House want to 
start a new era of fluctuating exchange, of rising prices, of social 
and industrial unrest, with an increase in the cost of living all round? 
That IS whd the demand for Is. 4d. means for the permanent benefit of 
nobody. 

Does the House want to reduce by 11 per cent, the real wages of all 
wage-earners, agricultural and industrial, of all clerks and shophands in 
private employ, of postal employees, railway employees, to reduce the 
value of every fixed income by 11 per cent? That is what the demand 
for Is. 4(7- means for the permanent benefit of nobody. 

Does the House want to \ipset the equilibrium of every budget in 
India, Central and provincial, and to face the task of imposing additional 
^taxation all round? That is what the demand for Is. 4d. means for 
the permanent benefit of nobody. 

Does the House want railway rates and fares to be raised all round 
at a moment when the railways* have launched on a policy of reduction*^ 
That is what the demand for Is. 4d. means for the permanent benefit of 
nobody. 

Docs the House want the complete remission of the provincial contri- 
butions to be postponed indefinitely? That is \\hat the demand for 
Is. 4d' moans for the permanent benefit of nobody. 

Docs the House want to postpone indefinitely the reform of the Indian 
currency system? That is what the demand for Is. 4d. means for the per- 
manent benefit of nobody. 

27. All these unpleasant consequences ean be avoided by the simple 
process of maintaining, as wo propose, the de facto ratio. What possible 
reason is there why the whole equilibrium which tvo have now reached 
after painful years of struggle should be upset simply in or^er that afto’* 
several years more of suffering and needless losses we may gradually 
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restore a new equilibrium with excliauge at Is. id. instead of Is. 6d. for 
the permanent benefit of nobody? 

Sir, I move. (Loud Apphuse.) 

Pandit Madan Hohan Halaviya (Allahabad and Jhansi Bivisjons: Non- 
Muhammadan Bural): Sir, i ) is after a very long time that a question of 
the great importance of currency reform has been laid before the Govern- 
ment of this country (Voiceit : “Louder, please"’), modified as it is by the 
presence of a number of elected representatives of the people in this 
Assembly; and 1 cannot conceive of any question of greater importance to 
the country, to the welfare oi the people, tiban the one which is now before 
us. The Honourable the Fin ince Member has in his very eloquent speech 
said all that he had to say in favour of maintaining the ratio of la. 6d. Of 
course he has described that is me as the only issue according to his judgment 
which the Assembly has to deal with. But I wish, Sir, to draw the atten- 
tion of the Assembly to the f rtct that the question before the House is not 
merely one of fixing the ratio of the rupee to the sovereign at Is. 4d. or Is. 
6d. This question is undoubtedly of importance, of greater importance, 
because of the special circumstances in which it has been brought before 
the House, than it would be by itself. But the groat question before the 
Souse is, what is the right laeasure, correct measure, of currency reform 
which the country wants to yrori up to? In that view, I submit, Sir, the 
question o£ the ratio becomes one of secondary importance. The important 
question before the Assembly is, what is the reform of the currency which 
the Hmse is going to adopt now? Now, Sir, in that view it is important 
to review the histoiy of the surrenoy in this country for some time past. 
A gold rnohur or fifteen rupee piece was introduced by the Company some 
time in the thirties but except for a short period, under the decision arrived 
at by it in 1806, silver used io be the basis of the coinage of the country 
up to 3893. In that year the Government decided arlificially io raise the 
value of the rupee, which stood at that time at about lid. But prior to that, 
in 1876 u proposal to raise tha value of the rupee had been mooted by the 
Government of India. It was communicated to fhe Secretary of State, 
and he referred it to the Loris of the Treasurv. They discussed the pro- 
posal at great length ; and in order that bhe House should fully understand 
the bearing of their oninion \i])on the question before us, T would beg leave 
10 quote it at length here. In his statement before the Fowler Committee. 
IVfr Dadabhai Naoroii quoted from the Treasury Letter of 24th November 
1879 to tho India Office as fellows: 

‘*1. The pi'oposMl appears to 1»(‘ open to those ohiections to a token enrrenev which 
h‘‘ve loii£> boon vooosfpisod hy all civilised nations, namelv, that instead of hein? 
ar»rmetic it ninst lie manaoed 1)7 the Govemmeut, and that anv such inana8:oTnent 
fhe Go'^ernment nlv’ch mdertakes it to very serious difficulties and tempta- 
tions 

2. Tt nnpes^’s to mv Lnds ilift the Onverament of Tndia in making the present 
pronos'*! ley them '■elves open to th<‘ same critieisms ns have been made on Governments 
hrU’^ depTPoi-'ted th^ir currerries In general the ohieef oF such Governments has 
leen h* dimmish the amount they have to pav to their croditois In the nresent case 
ohieet of the Indian Governirjmt apue^is to he *o incresse ihe amount the;^ hive 
to receive fiom iheir tix-naycrs Mv Lords fail ■'o see an^’’ real diffe»*enoo in ^he 

of the tw^ transiot ons.” . . ** Tf on +he olhe- hmd it is 

pio thnL the ^nlie of the has fdle'» in ^r*dis that it will he 

r*i od in T idia Iw fhe operation of fhe pioposcd plan, that plan is open to the 

objection that it alters every contract and every fixed payment in India. 
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This proposal is in fact contrary to the essential and well-established principle 
of the currency law of iihis country which regards the current standard coin as a piece 
of given metal of a certain weight and fineness and which condemns as futile and 
mischievous every attempt to go behind this simple definition. It is perfectly true 
as stated in the despatch that the very essence of all laws relating to the <mrrency 
has been to give fixity to the standard of vidue as far as it is possible, but it is no 
less true that according to the principles which govern our currency system the best 
and surest way and indeed the only tried and known way of giving this fixity is to 
adhere to the above definition of current standard coin. A pound is a given quantit> 
of gold, a rupee is a given quantity of silver and any attempt to give those terms 
j difiereiit meaning is condemned by experience and authority. 

3. If the present state of exchange lie due to the depreciation of silver the Gov- 
ernment scheme, if it succeeds, may relieve: 

(1) the Indian Government from the inconvenience of a nominal readjustm^t 

of taxation in order to meet the loss by exchange in the home remit- 
tances ; 

(2) civil servants and other Englishmen who are serving or working in India 

and who desire to remit money to England; 

(3) Englishmen who have money placed or invested in India which they wish 

to remit to England. But this relief will be given at the expense of the 
Indian tax-payer and with the effect of increasing every debt or fixed 
payment in India, including debts due by ryots to money-lenders, while 
its effect will be materially qualified so far as the Government axe con- 
cerned by the enhancement of the pvblic ohligations in India which have 
been cmtracUd on a eilver hash, . . . 

** If then a case has been made out, which my Lords do not admit for an 
alteration of the currency law of India, the particular alteration which the Govern- 
ment of India propose could not, in the opinion of the Treasui*y, be entertained until 
the doubts and objections which have suggested themselves to my Lords are answered 
and removed. These objections are founded on principles which have been long and 
ably discussed and which ai‘e now equally admitted by statesmen and by writers of 
accepted authority to be at the root of the currency system. It is no light matter 
to accept innovations which must sap and undermine that system, and my Lords have 
thei’efore felt it their duty plainly, though they hope not inconsistently, with the 
reefpect due to the Government of India, to express their conviction that the plan 
which hnd been referred tc them for their observations is one which ought net to be 
sanctioned by His Majaaty’s Government or by the Secretary of State. Well did 
Mr, Dadahhai Naoroji remark : “ Can condemnation bo more complete and convinc- 
ing 

Now, Sir, that was in 1879. When the proposal to raise the value of the 
rupee was again taken up in 1893, it was equally strongly condemned. 1 
referred the other day to an article in the of 5th November 1892, 

which Mr. (now Sir) Dinshaw Wacha quoted at the Allahabad Congress in 
1892 as follows: 

Assuming that a gold standard were adopted, the rnpee vould be degraded in 
India to the position of the shilling in England, that is to say, the value of the runee 
would not be fixed by the value of the silver in it as at present, bul by the manipula- 
tion of the Government. Now it is contrary to all the traditions and all the principles 
of the British Governmenti to give any official, no matter who he may be, powers so 
enormous as would be necessary to manipulate the currency of a vast Empire with 
a view to giving it a fictitious value. If the Prime Minister were corrupt he would 
be able to enrich himself by distui'bing the money market. If he were unwise, he 
would throw all trade into confusion by his folly or his nnskiKulness. That appears 
to us an unanswerable obicction to all proposals for artificially maintaining the value 
of the rupee. If the piurchasing power of the rnpee were raised 20 per cent, or 
anything like so much, the land tax would be raised in exactly the same proportion, 
for every rupee would iheu represent 20 per cent, more of the produce of the ryots 
land. Similarly the rent of houses and lands all over India wonld be raised to the 
same extent. All the other taxes payable to the Government would likewise be 
raised. So would all debts due at the time the change was made. In other words, 
every banker, capitilist as well as every usurer would find his property so far as it 
had been lent out to other? increased of 20 per cent., while every debtor througliout 
the length and breadth of India would find his debts augmented in tho same way. 

0 2 
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1*681311 therefoTO would bo that the Qovernmeiit official classes, bankers, landlords 
and usurers would all receive 20 per cent, more of the property of the vabt popular 
tion of India. There would be a sweeping transfer of property from toe producing 
working millions who create the wealth and make the prosperity^ of the Empire to the 
servants of those millions and to the parasites who prey upon it. We would ask any 
sane wifl-n whose brain has not been muddled by currency disquisitions beyond his 
capacity ...” / 

(Laughter from Swarajist Benches.) 

— ^Leave it all to the Honourable the Finance Member to laugh. I beg my 
friends to listen quietly. He laughs best who laughs last — 

ask any sane man ’* the Statist went on to say, “ whose brain has not been 
muddled by currency disquisitions beyond his capacity whether this is a project that 
ought to be listened to for a single moment, whether it is to he thought of that the 
whole strength of the British Empire should be used to impoverish the hard-working 
millions and to enrich usurers and Government officials, and if it is not we would 
urge upon public opinion tc reject so monstrous a proposal with contumely.” 

Sir, the Government decided to close the mints to the freo coinage of silver 
and to raise the value of the rupee in spite of such strong condemnation 
of their proposal. Some years later, that is to say, in 1898, the Fowler 
Committee was appointed to consider what should be done to make the 
policy adopted in 1893 effective. The proposal was that the rupee which 
stood at ISd. — ^it has reached that level in 1894-95 — should be raised to 16d. 
And 1 wish to quote here some of the opinions which were espressed regard, 
ing it at the time. Writing to the Tunes of London of Jime 8, 1898, 
Mr. Dadabhai strongly condemned the action of the Government in forcing 
up the value of rupee to 16d. of gold, while the true rupee in its relation to 
gold at the then market value of silver was worth about lid. of gold, which 
compelled the tax-payer, by what Mr. Gladstone called *the argument and 
law of force,' to pay his* tax in this false rupee, imder the false pretence of 
using the word ‘rupee', when this ‘rupee' was not one rupee but nearly one 
and a half rupee. It meant a covert exaction of 45 per cent, more taxation 
from the Indian tax-payer. “The reason is simple," said Dadabhai. 

” Suppose a ryot has to pay Bs. 10 for land tax. This rupee means a fixed quantity 
of silver stamped with the mint stamp and is truly worth at present only lid. of 
gold. By closing the mints this rupee is forced to the worth of 16d. of gold, or in 
other words, the ryot is compelled to sell 45 per cent, more of his produce to get 
this false rupee, — ^the Government thus getting 45 per cent, more taxation than it is 
entitled to even according to its own ‘ despotic * legislation.” 

” At the same time” A e said, ” such action would increase the salaries of officials and 
other payments in India by Government to the same extent and give generally the 
advantage to creditors over debtors, the former being penerally well-to-do and the 
latter the poorer classes, especially in the case of the money-lenders and the ryots ”... 

Dadabhai concluded hr saying: 

” the closing of the mints was illegal, dishonourable and a despotic act. It is a 
\iolation of all Taxation Acts by whi<Sh there was always a distinct contract between 
the Government and the tax-payers based upon the fundamental principle of sound 
cuirency, — i.e,, of a certain definite rupee.” 

Now, Sil-. there were others who expressed the same opinion. Mr. 
Leonard H. Courtney, giving evidence before the Fowler Committee, said : 

” You would not be iustified in trying, by i educing the quantity of rupees and 
gning an artificial value to the rupee to screw it up to Is. 8d. or 2s. The raising of the 
rnpee above its intrinsic value is a tax not merely upon production: it is an additional 
ta\ on the agriculturists and the rent payers.” 
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Messrs. Campbell and Muir, who were members ot the FowJoi* Coiii- 
jnittee, in their dissenting note said : 

“ To deny that arbitrary tnhancevntnt of the Gurrency ie a toJB, and to arrae that 
the produce!* is no worse in the long iiin, that wages and other charges adjust to 
its altered value themselves ’’ 

as the Honourable the Finance Member has been endeavouring to persuade 
the House, 

** is to maintain the dangei'ous principle that Government might lighten its liabilities 
Tsithout injury to anybody by a step of this kind ”... 

The Honourable Sir BasQ Blackett (Finance Member) : Minority Be- 
port. 

Pandit Madan Mohan Malaviya: Please wait until I have finished. I 
quite understand that you fully realise the force of what I am urging. 
As the Boyal Commission on Currency in England pointed out, a mani- 
pulation of exchange : 

** would^ not meet the real difficulty of the present situation in India, which 
is that owing to the fall in all gold prices, a large amount of produce has to be 
exported in payment of gold debts and that consequently any apparent gain to the 
Government of India”, 

which is the most important concern of the nondurable the Finance Member 
at this moment judging from his speech of the other day, — ^that: 

” any apparent gain to the Government of India would be balanced by a corres- 
ponding loss to the people of that country,** 

Sir, let me quote one or two more opinions. My Honourable friend 
Sir Purshotamdas' Thakuidas in his very able speech, a speech which showed 
the fervour of his feeling on this question, a speech which showed that he 
spoke with a clear conviction and that he was not playing to the gallery, 
and most certainly not flattering the Government, — quoted some erf these 
opinions, but I yet wish to refer to one of these, namely, to the opinion of 
Mr. (afterwards Sir) David Barbour, because he was Secretary to the Gov- 
ernment of India in the Department of Finance and Commerce, and later 
on Finance Member to the Government of India. He said : 

” The loss or gain, tbarefore, to India as distinguished from the Government of 
India in respect of her permanent gold obligations depends entirely on the gold prices 
which she can obtain for her exports. No manipulation of the Indian currency can 
possibly afiect the gold prices of Indian exports and therefore General Strachey’s 
proposal (gold standard without a gold currency) could in no case give any relief 
to India as a country, whatever effect it might nave on the financial position of the 
Government. JvH ai much a* Gocetnment gained^ just so much the IndUm 
lose/* 

Now, Sir, these are some of the opinions which were expressed when the 
rupee was to be raised from 13d. to 36d., but it was done. And what was 
condemned as a monstrous piece of injustice at the time is now taken to-day 
as a precedent for inflicting another and a greater injustice upon the people 
of India. When did the people of India accept the arrangement which was 
brought about in 1893? We protested against it; we pointed out that it 
was wrong. But our protests were disregarded. However, from that time 
onwards for twenty years, practically up to this time, vith the exception 
of a short period, the 1«. 4d. rate prevailed. Though it was forced upon 
The people of this country at the sacrifice of the enormous interests of 
those to whom I have referred, it had been steadilv maintained. TTp 
to 1917, the rupee stood at la. 43. About the middle of that vear, it 
began to rise. And then how was it raised from time to time? I 
ask, Sir, Members of this House to note the history of this part 
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ol the administration \vith a little care. The Babington Smith Com- 
mittee pointed out that the rupee stood at Is. 4d. in the beginning of 
1917. The Tir&t of these changes which raised the sterling rate of ex- 
change from 1«. 4d. to Is. 5d, took place on the 28th August 1917. On 
the i2th April 1918, it was raised to Is. 6d. On the 13th May 1919, it 
' "‘IS raised to Is. 8d. On the 12th August 1919, it was raised to Is. lOd. On 
lliG l,5tli Sopt ember 1919 it was raised to 2s. On the 22nd November 
1919, w ur*- r.tisod to 2^. 2d., and on the 121h December 1919, to 2s. 4df. 
\]] tlioso cluni£/os nero brought about by executive action. Now, Sir, I 
.isK the House Lo consider — 1 am not a student of economics in the sense 
lhat 1 took no degree m that subject. — ^but I ask ray friends who are students 
of history and economics all over the world, to tell me of one instance 
vhere under any civilized Government such extensive powers to appreciate 
the eurrencj havo been exercised, — am not speaking of Governments 
\\Iiich are in a trcinsitional stage or in a disastrous difficultv, — ^where the 
Executive Govemnent has been allowed to raise the rate of exchange in 
the m<>nner the "ornment of Tudin raised it. Now let us see what was 
done afterwards*' 'houtthe middle of 1919 the Government appointed 
what is known as the Babington Smith Committee. That Com- 
mittee reported towards the end of 1919. On that Committee 

fortunately there was one Indian who had the wisdom to fore- 
see, as T am glad to say my Honourable friend Sir Purshotamdas' 
Tbabirdas had the wisdom to foresee, — ^the evil results of 

the proposals of the majority of tho Committee. In order to understand 
the recommendations of that Committee, Honou■^’ahle Members must first 
try to understand what were the underlving considerations which led them 
to make those recommendations. The conclusion that the majority of the 
Committee arrived ai was that a hisrh level of exchange was essential for 
tlie establishment of a sound moneiarv system in India. That was the 
principle on which they proceeded, a principle which we disputed. But 
pi’ocoedirg on that principle, they made the recommendation that the rupee 
should be stabilised at 2^. Mr Dadiba Dalai in his very able minute 
nointed out what disastrous results would follow from the adoption of that 
high rate and he made other recommendations' as to what should bo done. 
He said • 

“ It spenis to ir»e lo he imnos^ib'e to e'^*»"eerale the importpnee of the Vffal staiw’ard 
Ffi monrv UTvments This standard is rogerded as less open to reneal or modification 

T» npih*ns TPv rther ‘eij’slative Act«>.*' 

And it should be much loss open to modifieat'on, even when a n^rt’a] 
system of representative Government has been introdreod when the T^onse 
consisls of a large number of offieinl and nominated members pari’Vubrlv 
when those members can be nominated with a definite idea as to th<^ way 
in which they are likely to voie . . 

IVE'*. K, Ahmed (Bajshahi Division- Muhammadan PuralV How do you 
know? 

Pandit Hadan Mohan Malaviya: T h^ye not come here lo teach Mr. 
Kabeer-ud-Din Ahmed elementary things You close your eves and ask me 
to make you see. I canno^ do it. Mr Dalai said • 

“ The **egal standai d should he and usraiV is re(;arded as Ie*'s open to rereal or 
raodificalion th.*in perhaos anv other lecrislative Act. Tt sriv-s the people rights as 
to (he ^nd of money they mav dempnd jn exchano'e for the^r Ir^bonr or their ffoods, 
nirhts that rannot b** mohfied without rflictiric ^^idespread misery.** 
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Mr. Dalai pleaded that as the rate of exchange had been raised to 1«. 4d.> 
and had been established there, it should be allowed to stand. Sufficient 
unto tho day is the evil thereof. He recommended that “ the money 
standard in India should remain unaltered; that is, the standard of the 
sovereign and gold mohurs with rupees related thereto at the ratio of 15 
to 1. He made many other lecommendations. One of these was that 
the gold mint at Bombay should be continued and should receive gold 
bullion from the public to coin free of charge gold mohurs of the same exact 
weight and fineness ps the sovereign and to hand them over to the tenders 
ot gold bullion in less than 15 days/* 

I liiive not the time to read to the House all the recommendations of 
Ml*. Dalah But those were his recommendations which relate directly to 
the questions before us. The majority of his colleagues, in fact all the 
other members of the Committee except him, recommended that the rupee 
should be stabilised at 28 . They recommended that “ the stable relation 
to be established between the rupee and gold should be at the rate of 
Es. 10 to one sovereign, or, in other words, at the rate of one rupee to 
11«30016 grplns of the fine gold, both for foreign exchange and for internal 
circulation**. That was the recommendation of the majority of that 
Committee, and the Government proceeded to act upon it. An Act was 
pass^'d in 1920 which gave effect to that recommendation. The sterling 
rate of exchange adopted was thus two shillings to the rupee. Now*, Sir, 
what has been the story of it since then^ Have the Government been 
able to maintain it at two shillings? Has experience not shown that the 
members of the Babington Smith Committee, with the exception of Mr. 
Dalai, were all wrong? Has not the country had to suffer enormously for 
the unwisdom of their recommendation? The business world protested, 
Indian publicists protested against the recommendation of the Committee. 
But who cares for Indian public opinion under this irresponsible system 
of Government? In 1923 the ratio reached 1«. 4d. Thinos went on. In 
1924, my Honourable friend, Sir Purshoiamdas Thalnirdas, brought in a 
Bill to sWbilisc the rupee at la, 4d. That was the time when it could be 
done and when it should have been done. He pleaded, but pleaded in vain. 
The Honourable the Pinance Member opposed the proposal. He said that 
there was a proposal that a Commission should be appointed to consider 
this quesiion. He was not inclined to agree even to that at that time. He 
said • a Commission certainlv but the time for it is not yet. And there 
we^'c noi wanting men amone us who felt and said openlv that the Honour- 
ahlo the "Pinance Member wanted to wait until he should be able to main- 
tain the Is Gd ratio for sometime bv Ws manipulation of the finances, as 
he said oiher day, and that he would then appoint a Commission to 
ask for a verdicL fr^^m it in favour of that ratio, and plead as he has been 
nleadinp with all the eloquenre, aH the vehemence, and fierceness which 
he put ir^o his speech to-dav in favour of that ratio. The Honourable the 
Pinnnee ]\rember has nleaded that the Is. 6d. ratio has been maintained 
for t^o rears. He sars to us, don*t touch it: don't think of raising your 
uns€ac‘'*ed hands apainst it. He pretends to forget that we wanted him to 
stabilise oxchance when it stood fit Is. 4d. in 1924. Now he pleads that 
Is 6d. has been maintained at Is. 6d., and ihat we should stabilise at 
lhat. But why did he not agree to our proposal when we urged that^ we 
should stabilise exchange at Is 4d. and thus put an end fo this manipu- 
lation of the currency bv the Government and. let the country have a 
chance of prosperity. He did noft agree even to the Eoyal Commission 
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being appointed then, and when he agreed to it later on I am boit} to 
say, he did not show that iregard for Indian publio opinion, as reflected in 
this Assembly and outside it which we expected him to show. When the 
names of the members of the Commission were announced, we felt that 
the dice were loaded. We felt that the Commission was so composed that 
a verdict in favour of 1«. 6d. was certain to come, and we pleaded wrilh all 
the earnestness we could that at least one more member should be pul 
on the Eoyal Commission, — ^we urged that three more members should be 
put on that Commission, but at the ver} least one more Indian should be 
appointed who would command the confidence of this Assembly. We were 
in hopes at one time that the Mnance Member might agree to at least 
one more member being appointed. But he did not think it fit to accede 
to the popular demand even to that extent. At an earlier date, when the 
Industrial Commission was announced in the Imperial Legislative Council, 
the predecessor of this Assembly, a request was made to Lord Hardinge to 
add one more popular member to that Commission. His Lordship acceded 
to that request. The precedent was cited, but the Honourable the Finance 
Member did not agree to the request of the Assembly. Now, Sir, we all 
know how much of dissatisfaction was shown in this country with the com- 
position of the Royal Commission. The question to be examined affects 
in the most vital way the interests of 820 millions of this country ; a Com- 
mission is appointed to consider and report what currency would suit that 
people ; the people’s representatives called to this Assembly imder a system 
instituted by the Govommont, eamesly plead that three, or at least one 
more member should bo put on llu* Commission to look after the interests, 
to represent the views and the intorests of the general mass of the 
population, and the Goverament of India turns a deaf ear to that request 1 
Could there be anything more calculated to create a feeling of distrust?' 
What happened? We did not expect that the Commission would give us 
what we wanted, fair recommendations, recommendations made with a 
sole e to the benefit and the prosperity of the people of India. 

Our distrust was justified when the report was published. And what 
was the action then taken by my Honourable friend the Finance Member?' 
When the Assombh met in August last in Simla, a Bill was introduced 
to give legal effect to the recommendations of the Currency Commission. 
We had not the evidence taken by the Commission before us. Even the 
Report of the Commission had been in the hands of members only for a 
very very short time. Certainly the Honourable the Finance Member 
who has earned a reputation as a financier both by his services in England 
and b} his services in India, certainly he knows, "if others do not, that it 
takes limo to weigh all the pros and cons which have been urged either 
in favour of or against proposals affecting the currency of a country. It 
is not enough that a man should take up such proposals, even when they 
have been put forward by a Royal Commission, and read them like the 
newspapers. The first impression ho may form may be incoiTect. He 
must ail : he must have time to see the evidence : he must have time 
to see what other proposals have been put either now or in the past. And 
so when the Bill was introduced, it was naturallv urged that the oonsi- 
(lertiiioii (jf it should he delayed. It was delayed. Now, when the Bill 
is bi'oiight before us how does it come? We wanted this consideration to 
come on earlier, but that request was not acceded to. It is now shoved 
in, Sir, on two da^ s between days which have been fixed, immutably as it 
would seem for other purposes. Whether we accept the Bill, or we reject 
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it, we must do it within the period ol 48 hours, or woo befall us. I ask, 
Sir, is there any country in the world where in regard to legislation of 
the momentous importance that is now before us, a proposal to have only 
two days for its discussion would not be resented by the public. Yester- 
day, some of my friends pressed me to try to have the discussion finished in 
two days; they urged that as only two days had keen allotted for the 
Bill, not many should speak, only a few of us should briefly express our 
views and let the proposals go to the vote. We are driven to it. (An 
HonouTablc Member: “ Hear, hear.") Hear, hear, of course. But 
what does all this mean? It means that 2 the minds of some of us 
who are sitting here are not illumined by a free and full interchange of 
ideas and all the important points of view are not presented to the House, 
which I am sure the Honourable Members who will speak will put before 
the House, there is a grave danger of a wrong conclusion being arrived at. 
My point is that the Government have not dealt by us fairly in not giving 
as sufficient time for the discussion of this great question. However, here 
we are. Let us examine the proposal that comes before us as best we can. 

A Eoyal Commission on Currency was appointed after the repeated 
request of the people and after all that I have mentioned just now. The 
terms of reference were these : 

** We have deemed i*" expedient that a Commission should forthwith issue to 
examine and report on the Indian Exchange and Currency system and practice, to 
consider whether any modifications are desirable in the interests of India, and to 
make recommendations.’* 

Now, Sir, this opened up the whole problem of Indian Currency before 
the Commission. They have dealt with it. ‘Among the problems the 
one of the greatest importance was not what ratio should be fixed of the 
rupee to the sovereign, but what was the proper system of currency to be 
adopted. Sir, on that question, the Government of India put forward 
their ovn proposals. The question was whether a gold standard and a gold 
currency should be recommended. The Government of India prepared a 
scheme and put it before the Commission for the introduction of a gold 
standard with a gold currency. That solieme was approved by the Honour- 
able the Pinanee Member. He himself put it forward. In his e\iidence 
before the Commission the Honourable Sir Basil Blackett said in the 
clearest language that in his opinion the gold standard w^as the best for 
India. He said: 

** The view I put forward was that it was necessary for India to pass through this 
intermediate stage of gold circulation although it is a wasteful and expensive system 
in order to arrive eventually at the more perfect one, and I advocated it because I 
believed and believe that the gold standard would inspire confidence and would provide 
the stimulus which is so badly needed for investment and the banking habit.” 

Now, Sir, thal scheme was put forward by the Finance Department of 
the Government of India. The Finance Department of the Government 
of India is represented by men who have been long in the service of the 
Govonjment of India, who have studied the entire financial position of 
th#=‘ Government of India. After reviewing and examining the whole 
history of previous proposals in connection with this subject, and after 
weighing every possible consideration, they put forward their scheme for 
introdiicine a gold standard and gold currency in India. It was the 
result of discussions between the He uourable the Finance Member and the 
other high officials of the Finance Depariment. They had unanimously 
come to the conclusion that " the only way of remedying all the defects 
in the .system (of our currency) within a reasonable period is by establish- 
ing a gold standard with a gold currency in circulation." Now'. Sir, that 
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aolieiae was rejected by the OommissioH. As against the members of 
bhe Commission we had the Finance Department of the Government of 
India 

The Honourable Sir Basil Blackett: On a point of order, Si»*. May I 
abk whether this is net out of order in that it is an anticipation of the debate 
on the Gold Standard and Eoserve Bank Bill which is coming, and if it 
is in order, may 1 appeal to the Honourable Member to limit the discus- 
sion to-day to the question that is really boloro ihe House? 

Pandit Madan Mohan Malaviya: Sir, I am extremely sorry 1 cannot 
obli'^^o my friend. The matter is of vital imporianco to my country and 
to the Government. I must, therefore, put every possible idea which 
ocems Lo me to support the contention that the ratio proposed by the 
Hontunable the Finance Member oughl to be rejected.^ I must also 
place before this House the larger question of the necessity .rf adopting 
a gold standard and a gold currency as the only sound remedy for the 
evils of currency from which India has suffered so long and so enormously. 

Mr. E. Ahmed: May I ask, whether there is any time-lhnit, because 
there are so many Members wishing to speak. 

Mr, President: There is no time-limit to the speeches. 

Pandit Madan Mohan Malaviya: Now, Sir, this scheme was rejected 
by the Commission. I submit, Sir, it was very unfortunate that it was. 
The Commission was composed of a few Members, and amonj/ them 
every one was not familiar with the working of the financial system in the 
Government of India. They therefore rejected the scheme without putting 
iorv/aid sufficient reasons to inspire confidence in their judgment. They 
overloolod, Sir, the earlier history which bore upon the subject. Now, 
that enrlier history is of great imperianee at this juncture. When the 
Mints were closed to the coinage of silver, the Government began to take 
six anniis out of every rupee that was coined. Six annas out cl every 
rupee that was coined began to be taken by the Government and put 
aside to constitute a gold reserve. Why was that done, Sir? That was 
done in order to intmduco a gold currency in India. There was no justi- 
fication, ihere could be no justification, for taking away from the people 
six j»mas out of every i*upee coined if it we^e not coupled with a declara- 
tion that it was to benefit them later on bv means of this money. It 
was money taken from them and kept in trust for them. When the 
Fowler Committee wms appointed in 1898 they w^ere asked to consider and 
report on “ tne proposals of the Government of India for making effective 
the fiolicy adopted by Her Majesty’s Go'i^emment in 1893 and initiated 
in June oi tliat ^car by the closing of the Indian JKnts to what is known 
■*’roe coinage of silver That policy had lor its declamd cbjccl "he 
cslablJ^hinent of a gold standard in India.” 

The Honourable Sir Bhupeadia Nath Mitia (]\rember fov Industries 
,mcl Lrbour): Standard. 

Pandit Madan Mohan Malaviya: Yes, standard, and what did they re- 

f'nuii.it'nd'* 

‘'Lo'kinc forward .... to the effective esioblishment in Tndia of a 
s{jn<lard and currency fl made a present of it to the HonouraKe 
Sir Pbniiendra Nath Mitra) based on the principles of the free inflow 
.ind old flow of gold ” the Fowler Committee recommended that* 

“ The Tndjc\n Mints should continue closed to the unrestricted coinage of silver 
'^nd should he opened to the unrestneted coinage of gold 
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2. The sovereign should he made legal tender and a current coin. 

3. The ratio between the rupee and the pound sterling should be Bs. 15 to the pound, 
.e., the exchange value of the rupee should be Is. 4d. 

4. No legal obligation to give gold for rupees for merely internal purposes should be 
'accepted (it is important tc bear this m mind.) 

5. The profit on the coinage of rupees s.hould be held in cold as a special roseive and 
made freely available for foreign lemittances vhenever exchange fell below gold specie 
point. 

6' The Government should continue to give rupees for gold, but fresh rupees should 
not be coined until the propoition of gold in the cmrency was found to exceed the 
requirements of the public.*’ 

It was all in order to establish a gold standard and currency, the whole 
'cheme was meant for it. Otherwise, can any one imagine nhai justifi- 
cation there would be for taking away six annas out of evory rupee from 
the people of this country? These recommendations were accepted 

without qualifications by the Secretaiy ot State, who on the 26th of 
July, ISCr “ requested the Q-ovenimont of India to make prei i‘tion for 
the coii»ago of gold.” 

On the 81st of July 1899 the Viceroy telegraphed to the Secretary of 
State +hat the Govermuent of India were preparing for the comage of 
gold, and the Government of India put forward definite proposals for 
(‘stablishing in the Bombav ilint a branch of the Eoyal ilint for the 
coins :je of sovereigns. Without going in detail into the subsequent his- 
tory as to how this proposal was again and again considered and shelved, 
the point I wish to draw the attention of the Honourable House to is 
this, that when the Is. 4d. ratio was adopted, it was declared that the 
profit on the coinage of rupees would be held in gold as a special reserve 
to facilitate the establishment of a gold standard and currency m India. 
It waci money taken on trust feom the people, and it should hove been 
utilised for no other purpose than the introduction of a real gold standard 
and currency in this country. But what did the Eoyal Commission do? 
The Eoyal Commission overlooked the obligation under which the Gov- 
ernment of India was placed to introduce a gold standard and currency. 
They had not a clean slate to write on. They could not j^ropcse any 
measure they thought fit. The word of the Government was pledged — 
nay. more, the Government of India was committed in \vTitiiig to intro- 
duce gold standard and currency in India. It took money from the people 
and has gone on taking it till ibis day for a definite purpose, niid it is 
bound bv every moral consideration, and by every legal one, if it could 
be so called because the action of the Executive Government was tanta- 
mount to law wiLliout it being embodied in an Act by tbe Government, — 
to give the people a gold currency at the t'avliesb possible momoiii The 
Commis«»ion overlooked this important obligation, and T am sonw to say, 
ihat while I highly honour my Honourable friend, Sir PurchMaradus 
Thakui'das for his "very able minute of dissent and for the riauly and 
iioble fight that he has been putting up against the Is. 6d. ratio — ^the one 
regret J have about his minute <f dissent is that, in his deep ariyiety to 
])roiuoto the good of the country even in a partial degree, he did not lay 
(he whole stress upon the introduction of a gold standard and currency 
as the one cure for the currency evils of this coimtry. But it is open 
to lhis House to consider what should be done. 

Sir, this is the first time in the history of British India that the Gov- 
ernment is seeking to establish the coinage of the country by the votes 
of the representatives of the people. Hitherto it was all done by executive 
fiction. If this Assembly had not come into existence the order of the 
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Government of India fixing the rupee at la. 6d. would have issued long ago. 
They might not have appointed a Commission, they might have appointed 
a Committee; but they viould have fixed it at whatever figure they lihed. 
But God bless the memory of Edwin Samuel Montagu who introduced the 
reforms in this country. And the most important feature of these reforms, 
so far as this Assembly is concerned, is that it is no longer possible for the 
Executive Government of the country to enact any law without the consent 
of a majority of the Members of this House. {Mr. C. Dvraiaivam^ 
Aiyangar: ‘‘Except by certification. Certification will not come in so often 
as some people imagine it might. If public opinion is strong, I venture 
to think, and we are bound in honour and in fairness to Lord Irwin to 
think, that His Excellency will not disregard the public opiniexa of the 
country on such a momentous issue. We have only to express ourselves 
clearlv by a clear majority, or by a majority, and I venture to tbink that 
His Excellency the Governor General will not resort to certification in 
this matter when he knows that his own people, some of the best of his 
own people, the Lords of the Treasury and so many other Englishmen and 
Indians have condemned the proposal artificially to raise the value of the 
rupee. 

Sir, it is deplorable that the Commission disregarded all the past obliga- 
tion of the Government of India to introduce a gold standard and currency 
for which they had built up the Gold Eeserve. They recommended a 
course which even before it was embodied in a law, has resulted in a sub- 
stantial portion of the Gold Reserves having been frittered. £28 and odd 
millions of the Gk)ld Reserve has gone And why has it gone if not to 
maintain the ratio at Is. 6df? Will the Honourable the Einance Member 
tell me that if he had not manipulated the currency, — ^which he said the 
other day it was his dutv to do — ^will he tell me that the ratio would have 
stood at Is. fid. during these two years? 

The Honourable Six Bacdl Blackett: It would have gone much higher. 

Pandit Madan Mohan Malaviya: Then there would have been something 
more to consider, but I do not accept the Honourable Member’s statement. 
(Sir Purshotamdas Thahurdas: “Quite right “) (The Honcnirahle Sir Basil 
Blaol-eit : “Why not?”) I submit because there was a desire and an endea- 
vour on the part of the Secretary of State to push the rupee and there was 
a distinct advantage to the Einance Member as such in doing so. And I 
say with great regret that he yielded to the temptations. He yielded to the 
temptation of raising and maintainii^ the ratio at Is. fid. — will come to 
that a little later Bui I want to say here most emphatically that though 
the Royal Commission failed to recommend the poliev which, according to 
the mature judgment of the Finance Department of the Government of 
India, the country needed, and to which the Government was committed by 
the previous history of currenev in India, it was the dutv of the Govern- 
ment of India not to accept their proposal, but to tell them, “We are very 
thankful to you for all the labour that vou have bestowed or wasted upon a 
'consideration of this subject. But \ou forgot that we arc bound in honour 
to introduce a gold standard in this country. We save you a scheme. We 
arc I'esnonsible We eat the salt of the people of India, and we are bound 
to work for their comfort and welfare. Wo gave you a scheme after 
examining it in our own Department with the help of our experts, and we 
told ^ou that we could introduce a gold standard, and you come and tell 
us that this cannot be done. We shall not listen to you. With all our 
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^riarirude to \ou for the work that you have done, we regret that we can* 
■nor accept your recommendation."’ That v^as the attitude that the Gov 
ti'i'Jitenl should have taken 

The Honourable Sir Basil Blackett: Mav' I point out to ihe Honourable 
■Meaiber that 1 (not the Government oi India) slated that that scheme 
eobJd be introduced subject to conditions, \vhioh subsequent events have 
not fulfilled. 

Pandit Madan Mohan Halaviya: 1 am Ihanktul to my triend for remind- 
ing me of this. I have not overlooked the fact but mv Honourable friend 
will agree that the conditions could be revised and reconsidered, that the 
c onunission e juld recommend that the scheme of the Government of India 
should be accepted and introduced with certain modifications. The Hon- 
ourable the Knance Member and ihe other high ohicials ot the Finance 
Department who work with him could have fo-und solutions to remove the 
difiiculties to which he has referred. The Government of India' prepared 
and solemnly put forvvui'd a definite scheme for the introduction of gold 
currency in India subjoci to certain conditions. The Honourable tlie 
Finance Men>ber and his colleagues foresaw the difficulties that required to 
be Jiiet It is onl;> fair to the Honourable Member to presume that when 
he decided that that memorandum should bo placed before the Ko.'i^al Com- 
mission he and his colleagues really felt convinced that the difficulties in 
the way of establishing a gold standard and currency were not insuperable. 

If the Eoyal Commission pointed out objections to the schemes I submit 
they could be overcome. I have not yet heard of any single difficulty in 
the v^ay of establishing ti gold standard which cannot he overcome by tlio 
financial ability and experience which is available to the Govommeni of 
India. I therefore submit that the Government of India failed in their 
dxity to the people of this country, in accepting the recommendations of 
the Currency Commission and in not insisting upon a gold standard being 
introduced. Now, Sir, since the Commission met, India has already suffered 
a great deal of loss and we have the apprehension t^at the adoption of 
any other policy than the policy of introducing a gold standard and currency 
will inflict greater losses upon the country and will be most regrettable I 
may bo told that there is not sufficient .gold available to introduce a gold 
standard f*od gold currency. I have been told that 103 millions Vv-oith nf 
gold Vv’oiild be needed and that America refuses and England refuse^ to Icdt 
us have '•he gold. Let America be happy with her gold. Lot not England 
give us an ounce of her gold. If the Government of India decide to-day or 
to-morrow to introduce a gold currency, I say there is gold enough in India 
which will be brought out to meet ah the demands of the situation. You 
have only to introduce a sound system of currency and create confidence 
in the ]>eople. Let them feel that a gold currency has been established 
which is no longer to be tampered with except by a vote of the majonfv 
of roj^resentatives ot the people and the necessary fraction of the vast 
amount of gold that there is in India, and the presence of which has long 
been a matter of comment and criticism to the Honourable the Finance 
Member and many others, will become available for the purpose. It is 
only a question of our making up our mind to do it. Where there is a will, 
there* is a way. 

Sir, what will be tho consequences if this .is not done‘s Tlie Honour- 
able the Finance ^lember has adopted the scheme recommended ov 
the C(5mmission It consists of two parts One part is now before us to- 
day and the other part is to come before the Assembly in September- 
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In douling with thia part I would ask the House to remember that, in 
view oi aU that has been said by those critics whom 1 have quoted before, 
it is quite clear that artificially* raising the value of the rupee is entirely 
unjustifiable. 1 submit it is a great wrong to the people- I will make 
my moaning cleai*. There ai*e two things which kings and rulers art- 
advised not to tamper with lightly. One is weights and measures and 
the other is coinage. Suppose to-morrow with the help of those Honour- 
able Alembers who think on this subject with the Government, this House 
were persuaded or prevailed upon by hard canvassing or otherwise, to 
rule that every seer in this coimtry shall mean 18 chataks, every banian 
every fellowman who sells grain, milk or other edibles will have to put 
in two extra chataks to make up a seer. What will be the result? 
Throughout the country all purchasers vill rejoice- They will rejoice that 
there is plenty ‘rivers of honey and milk*. If you allow this system to 
continue for sometime, people will got so used to this unlawful gain, that 
if later on you should propose to stop it they will cry out against it- 
Every fellow who will go to bu^ any food or milk will be happy that 
things have become cheap* There will be joy in the land, everywhere 
except in the heart of the man who is the producer, who has to sell. 1 
submit that if such a stale of things ia allowed to stand even for two years, 
is it any argument in favour of the injustice to say or think that prices 
have adjusted themsolvea. This is one ox the most vicious view points 
that has been ui*ged in this debate. No doubt when you compel a gwala 
to sell 18 chataks of milk instead of 10 chataks for every seer, he will 
get reconciled to it. You say his loss will be made good as he too will 
buy imported articles ohenpor than before. You first take the blood from 
my veins and then yon say you will inject other blood into me. I beg 
you to leave me alone. I ao not want this process of injecting blood into- 
me after taking out my blood. 

Sir, when the Government raised the rupee to Is- 4(?. a great wrong 
was done to the people. However, for a period of 20 years the rupee 
stood at Is- 4ci. Why do the^ now attach so much weight to the period 
of the last tw^o years, and why do they forget what prevailed for 20 years 
and more, prior to those two years. It is said that: prices have adjusted 
themselvG«-. IBut I ask what is the primary justification for perma- 
nently raising the value of the rupee from 3s* 4.(1 • to Is* fid*? The great- 
est stress has been laid upon this one plea — ^that prices have adjusted 
themselves and that therefore things should be let alone- How does that 
remove the essential injustice of the measure that is proposed? Have 
you ever hoard of anybody proposing in England that there should be 22s. 
to the pound? 

The Honourable Sir Basil Blackett: Yes. 

Pandit Madan Mohan Malaviya: I am sorry for \ou if ;vou have. If 
you say to-moiTow that there shall bo 37 inches to the yard, how would 
people like it? Those who have to purchase will of coui’se rejoice. But 
w’^hat of the man w’ho has to produce? This is exactly what is happen- 
ing- 

It buems tu «iic, Sh, that th«jre are three Liuutorh ’^\,hich gi'o us th ^ 
gouos's of the situation in which we find ourselves. In the first place, the 
raising of the le^el of excliange is n temptation to the Finance Jlember, 
and I am soi’ry ho yielded to the tempi ation ia ihis insttinoe- This 
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lias happened twice in the last 80 years. In 1808, when the value of the 
rupee was raised, what was the efleet of it? It brought in surpluses. 

Dealing with this matter in 1902 in his budget speech Mr. Gokhale 
drew attention to it- He pointed out that a rise of 8d. in the exchange 
value of the rupee — ^from 13d. to 16d., — ^meant a saving of between 4 and 
5 orores of rupees to the Government of India on their home charges alone 
So it means to-day. Tho Honourable the Finance Member was brought 
out to this country to improve the bad financial situation which had been 
created by the amateurs jmd others who had dealt with Indian finance 
just before his arrival here- (An Honourable Member: “Question.'*) 
Oh, question. Very well. But you see what happened. He had to 
try to establish equilibrium and to show that the finances were flourish- 
ing. He saw that raising the level of exchange was one easy method 
of doing it. Now, Sh, I will read to the House here what the Honourable Mr- 
Gokhale said on this subject of the raising of the exchange value of the 
rupee and its effect. He said : 

“ The year -when the rupee touched this lowest exchange value was 1894-95, the 
average rate of exchange realized in that year being only i3*ld. to the rupee. Gk)v- 
«ruinent, however, had in the face of the falling rupee, resolutely maintained an 
oijuih'brium between their revenue and expenditure by large and continuous additions 
to the taxation of the country, and thus even in the year 1894-95, when the rupee 
touched its lowest level, the national account-sheet showed a surplus of seventy lakhs 
of rupees. From this point onwards, the currency legislation passed by Gkivemment 
in 1893 began to bear fruit and the exchange value of the rupee began to rise 
steadily. In 3895-96 the average rate of exchange re'^lised was 13*64a. and the 
surplus secured was 1^ crores. In 1896-97 and 1897-98 the average rate of exchange 
was 14*45d. and 15.3d., zespectively.” 

Mr. Gokhale went on to show that the following two years were years of 
extraordinary expenditure on famines and military operations. And he 
continued : 

** It will, however, be seen that if these extraordinary charges had not come upon 
the State, both years would have been years of surpluses, and the surplus for 1897-98 
would have been closed upon 4 crores of rupees. In 1898-99, exchange established 
itself in the neighbourhood of 16d.— the average rate realized daring the year being 
15-98d. — and the year closed with a balance oF 3-96 crores of rupees, after providing 
n crore for military operations on the frontier— -thus inaugurating the era of substantial 
surpluses.” 

Similarly my Honourable fiiend the Finance Member has realized big 
/surpluses. .... 

Mr. President: I do not at all desire to interrupt the Honourable Mem- 
ber, but I ask him to consider whether the Assembly would be able to 
finish the consideration stage even in two days if speakers go on at this 
great length. 

Pandit Madan Mohan Malaviya : With great respect, Sir, I would beg 
you to consider whether, if the discussion cannot be concluded to-morrow, 
the other wo^k which is before the Assembly should not be postponed 
in order to allow a full and free discussion of this vital question. 

Mr. President: The Honourable Member knows that it is not in the 
hands of the Chair. 

Pandit Madan Moh?n Malaviya: I Imow, Sir, that it is not in your 
hands, but I can onlv speak throurh you, and throueh you I appeal to 
the Govemment, and I request you, Sir, to use yoiir privilege of commini- 
cating oiur wishes to the Governor General in Council to sugg^esi fbai 
more^fime sbonld be nllowed for the discussion of this ‘Bill, su that 
we may go fully into this question. 
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The Honourable Sir Basl. Blaickett: May 1 point out to the Honour- 
able Member that he will have a tui^her opportunit} this Session of 
repeating, 1 hope not the whole, but some part of what he has suid 
to-day w^hen the Eeserve Bt nk and Gold Standard Bill comes up for tiis- 
cussion. 

Pandit Madan Mohan Mslaviya: Sir, this I submit was one temptation 
and the Honourable the Knance Member yielded to it. Unlortimately two 
other temptations came into play which w’ere likely to influence and warp 
judgment. One was that pushing the rupee is a distinct advantage to 
imports. Imports come chefiper when the exchange is raised from 1«. 4d. 
to la- 6d., and on the question of imports coming in cheaper it is not only 
solicitude for the welfare oi the consumer in this coimtr}- that is the 
determining factor- Is there a single Enghsh friend of mine here who will say 
that he does not rejoice to see British imports inereaso in this country:^ Who 
wiiir deny that a high exchange helps British imports to come in to India, 
to V much greater extent than a low exchange- The third point ^Yhieli 
warps judgment is that evejn* Britisher w^ho has got a fixed salaiy benefits 
to the extent of 12i per cent- under the Is- 6d- ratio. Now these being 
the factors which have affected the decision of ihe Government, t\ fair 
and impartial discussion of this question has become very difficult- But 
I beg to submit, that the primary consideration in this matter should be 
the interest of the cultivator because the cultivator constitutes 
the bulk of the population. Erom 60 to 80 per cent, of the population 
subsists directly or indirectly upon agriculture, and I submit. Sir, that 
the change from Is. 4(i. to Is. 6d. has exposed the cultivator to serious 
loss. The Honourable the Finance Member said he ^lets just the same 
quantity of gold that he us<jd to get. But does ho not get fewer 
rupees? And are his transactions in gold? Can he cut his gold into 
fractions and get the exact value of those pieces? He has to Heal in rupees. 
If the Government wanted to be fair in dealing with him, was it not their 
duty to consider at the same time what he has to pay? He used to be 
paid 16 rupees for a fi. 

The Honourable Sir Basil Blachett: When? 

Pandit Madan Mohan Malavlya: You know when. When Ihc rate of 
exchange was Is. 4(i., and he would te getting it now if you had stabilised 
exchange in 1924 when the ratio stood at Is. 4d. If the Honourable the 
Finance Member h-ad aooeptei the request of the Honourable Sir Pursho- 
tamdas Thakurdas and stabilised the rupee in 1924, then the cultivator 
would have been getting his 15 rupees for a sovereign all the time when 
ho has been getting only 13 ^ rupees. Ho has go-t only 13^ rupees for 
every pound sterling for which he would have got 15 rupees. And what 
iR the situation you have erected for him? He gets fewer rupees and he 
has to pay nearly as many as he used to pay before. You say he has 
to buy cei^ain imported good? and ho gets them cheaper. How much of 
imports does he buy; and by how much have prices of things risen 
generally? Yesteirlay a professor of economics told me, Sir, thai he used 
to buy a dhoti for two rupees and oHd annas before the war. He has now 
to pay six rupees land odd annas for it, and he said the result is that be 
cannot buy three dhoties in tie year as he used to and has to be content 
with two.’ Tha! applies to it any other people. Now, Sir. the cultivator 
has to pay wdiat is duo by lim. But bias there been a change in the 
land revenue? Has there been a reduction in the number of rupees whidh 
ho has to pay to his creditor? Has there been a ohapge in the rent bo 
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b&8 to pay? And was it not the duty of the Government when they pro- 
posed fixing the value of the rupee at Is. 6d. simultaneously to introduce 
a law here to see that the land revenue and contingent liabilities should 
be revised on the footing of the la. 6d. ratio ? I submit that has not been 
done and will not be done; I submit that &e loss to the agriculturist is 
dear and he is the principal person to suffer. 

It has been said, Sir, that if the ratio is reduced from la. 6(2. to la. 4S., 
wage-earners will receive less wages. The Honourable the Finance Member 
excelled himself in the speech which he delivered to-day. The refrain he 
repeated was, ‘for the permanent benefit of nobo(iy.' Now, Sir, I wish 
what he^ said was true. But it is not. The permanent benefit of every 
Indian lies in the introduction of a gold currency and a real gold standard* 
The measure before us is of course of comparatively less importance by 
itself, but it has become of very great importance, because if we do not 
fix the lower ratio even now, the further loss that the people will be 
subjected to will be impossible to be compensated, and the chances of 
the introduction of a gold standard and currency will become more remote. It 
is said wage-earners will receive less wages- There is no doubt that some 
people will have. to suffer some disadvantage if we go back to Is. 4d. 
But suppose my bone has been dislocated. If it has been dislocated it 
has to be set, and if it is wrongly set it must be again reset or I will 
suffer the disadvantage all my life. When my bone was set two years 
agp it was wrongly set- You say it is now two years that it has adjustedi 
itself in a way, and that therefore it should not be disturbed. I do not 
agree. I will suffer the pain, the temporary disadvantage of a rise in 
prices to ensure my future. I want to bear that pain now. the pain of 
the resetting, so that all the rest of my li^e I should be able to use my 
arm as God meant that I shoifid use it. I do not want to be a cripple 
for all time by avoiding a temporary pain. 

The Honourable Sir Basil Blackett: For the permanent benefit of 
nobody. 

Pandit Kadan Mohan Ualaviya:If repetition was argument, Sir, my 
friend is unanswerable- I could also, if I had the time and tbe heort 
to do it, I could also say, ‘for the permanent injury of all tho persons 
whom my friend has mentioned”. 

Now, Sir, I will draw attention to another aspect of the question as 
it will affect the wago-eamer- It has been sa^d that the IrboiFO'^ will 
be hit. Now, Sir, I was talking yesterday to a friend, a Member of this 
House, who takes a keen interest in the weKare of labour. T em t-eny 
he does nob seem to bo here just now. (Mr. K, Ahmed: “Is he a 
capitalist?”) He said to me that a la. 6d. ratio is open to this disadvantage 
for the labourer that there is a danger of unemployment because the 
industries are certain to be h^t if the Is. 6(2. ratio is adopted while a Is. 4(2. 
ratio would expose him to this disadvantage that the prices of thin$^s will 
rise and he will certainly be put to inconvenience for a time. Now I put 
it to the House that it is cerioin that if you adopt Is- Bd., tbi^ industries 
of this country which are suffering will continue to suffer. (The Honour- 
able Sir Basil BlaoheV: “Why?”) You know what the condition of the 
country has been for the last two years. The answer is there : the stocks 
are there, but there is less buying than before. You import things cheap, 
but there is not money enough in the pockets of the people to buy them. 
You may cheapen import’s as much as you like, but imless the people 
have the money to buy the imports with, the imports will not be disposed 
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of m the country to any large extent, and I say therefore that if you will 
maintain the 1«. 6d. ratio bhe result will bo certain injury to industries. 
I have heard it repeatedly said, repeated oftener than it should have been, 
that on thib question capitalist interests are arrayed on one side and labour 
mterestb on the other. Taere never was a more incorrect statement 
uttered. The interests of tlio labourer lie in finding employment; he can 
-only find emplojment if the capitalist finds it profitable to invest his money 
in indiibtries, and that can only be done if the industries will leave him a 
tair profit. If you hii the iidubtry, if you make the competition of foreign 
industries more severe, or if you make it practically useless for him to 
keep up the indushy, the industry will go, and with it will go the employ- 
ment of the wage-earner. The labourer therefore suffers along with the 
capitalist, and I therefore submit, Sir, that it is a wrong view that h^ 
been presented of a conflict of the two interests. For a time there will 
no doubt be some injury su'iered by wage-earners by a rise in prices, but 
as I have said, I wnnt to tear the pain, assuming that this will be un- 
avoidable, I w'ant to bear tha pain of a re-setting of my bone rather than 
expose myself to a permanent injury, and secondly, Sir ... . 

Mr. Ohaman Lall (West Ptinjab : Non-Muhammadan) : Will the 
fibnourable Member tell us ns to what injury the cotton industry suffered 
when the exchange was at Ss- lid-? 

Pandit Madan Hohan Hwyiya: Sir, I have not understood my friend's 
pomt Do I understand myl friend, Diwan Ghaman Lall, to desire that 
we should go back to 2b. lid.? 

Ur. Ohaman Lall: All that I wanted to say, Sir, was this^ that when 
exch«aage was over two shillings, the cotton industry in Bombay made a 
profit of 12 orores in one year. 

Pandit Madan Hohan Mtlaviya: Sir, for three months, owing to the 
unlawful action of the Government in blowing exchange to go <as high 
as it did, the capitalist in Bombay made an unjust, not an unlawful gain. 
Similarly , many Englishmen, made imjust profits when the Eeverse Councils 
were resorted to : how many of them are there who did not rush to send 
their money to England? I v^ould like to know the names of half a dozen 
Englishmen who abstained horn taking advantage of that improper and 
unjust situation which was created by the foUy, the mistake of the Gov- 
ernment. (The Honourable Sir Basil Blackett: “Why re-create it now 
and give another opportunity ?“) My answer is that if what I have said 
does not convince my Hon Durable friend, nothing will. We are not 
creatmg it- I am very sorry t> say to the Honourable the Finance Member 
that it is he who has created it. He wants to start the work again. 
Ct is lucky that this Assembly is in existence now, and that he has to 
bring this matter before this House. I submit it is he who refused to 
stabilize the rupee at la. 4d. in 1924. and he has made enormous efforts 
to maintain it at la. 6df. Therefore, if there is suffering in this coimtry 
by reason of this higher rate having been maintained, I am extremely sorry 
to think that it is due to the mistake of my friend, the Honourable the 
Finance Member. {The Honourable Sir Baail Blackett: “Why ‘mistake*?**) 
(in Honourable Member: “Deliberate**.) No. I do not agree with any- 
body who thinks that it was deliberate. I think it was a mistake : and 
mistakes can bo committed bv everyone of us. But I think, Sir, it was 
a great mistake. He saw, as I have said, a temptation before him; he 
saw that the Government revenues were likely to be benefited by a highay 
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ilevol of exchsnge. Se took advantage of it. I repudiate entirely any 
suggestion that the Honourable Einanoe Member had any personal gain 
at all before his mind in supporting a higher rate. He saw that the Gov- 
ernment of India finances would be better off by keeping the exchange 
kUp at la. 6d> He did not think it fit, in the interests of the country, 
to sacrifice the income which the Government was making by maintaining 
exchange at Is, 6d. Of course he did not do it for his own personal gain, 
but I submit, Sir, that the fact that he did it for the Government does 
not make the consequences of the mistake any the less. The result to 
the people is the same. 

I submit, Sir, that the idea that the wage-earner will suffer some loss 
should not mislead us- I ask every Member of the House to consider 
whether what I have submitted in this respect is not true. If the indus- 
tries prosper, the wage-earner will have his wages and increased wages too, 
.Why is there acute unemployment in England when even some 
British industries do not fiourish? Ho we not hear loud complaints of 
unemployment in England whenever industries do not flourish there? 
They do not rely upon distributing doles to their IsJbourers, but they help 
the industries to prosper and leave them to do it. They do it, nobody 
can deny it, their whole history shows it. (An Honourable Member: 
"We do give doles-") Doles are not the main part of your system; you 
want to give employment to your people, you dve them employment and 
you make them lusty and strong, and that is Timat I want for my country. 

Mr. President: Order, order. The House stands adjourned till Half 
Past Two. 

The Assembly then adjourned for Lunch till BEalf Past Two of the 
Clock. 


The Assembly re-assembled after Ltmch at Half Past Two of the Clock, ^ 
Mr. President in the Chair. 


Pandit Kadan Mohan Malaviya; I do not wish to take up more time, 
Sir, by going into the technical aspects of the question. A very important 
note, for which we are indebted to the Honoxirable Sir Purshotamdas 
Thakurdas and Mr. Ganshyam Das Birla, has put that aspect of the case 
in a dear and convincing form and I have nothing more to add to it. I my- 
self feel satisfied after studying the question in the light of the various notes 
presented to us and all that I have heard, that if the Is. 4d. ratio is 
adopted, we shall still be able to carry on the Government of India with- 
out any disaster. I believe we shall still be able, with the help of the 
Pinance Department of the Government of India and of the Honourable 
the Einanoe Member, to secure all the reliefs or most of the reliefs which 
have been promised to the people. 

The Honourable Sir Badl Blackett: No. 

Pandit Madan Mohan Malaviya: I am sorry that my Honourable friend 
says no. I ask him, suppose the House does decide that the la. 4d. ratio 
should be established. Do I take it that my Honourable friend will not 
spend any more thought or time on considering how the budget might be 
re-adjusted? I do not take that view of him. I know that if according 
to his view, unfortunately according to his view, the House should decide 
"that the Is! 4d. ratio must be adopted, I am certain that the Honoijrable 
iihe Einance Member will reconsider the budget with s31 his skill and 
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ability and try to do the beat he can in the situation. In the li^ of the 
note by the Honourable Sir Purshotamdas Thakurdas and Mr. G. D. Birla, 
1 myself think that it ought to be possible to carry out the suggestiona 
made there {The Honourable Sir BaaU BUckeit: '"No”) and thereby to 
secure all the reliefs to the people that are needed. I myself thought the 
first time the proposal for the greater provision for redemption of debt 
came up that t^ much was being provided at the time, and I still thmlr 
that in the preparation of the budget during the last few years the 
Honourable the Pinance Member has thought more of strengthening the 
Government of India’s position as a Govenunent and less of the position 
of the people of India in the financial arrangements of the country. I 
wish, Sir, that more attention should be paid now to what is needed in 
the interest of the people as a whole and less as to what the surpluses 
will be year after year. I am certain that when a revision is made in 
that light it will be possible to give relief to the provinces to the fullest 
extent and also to meet the other expenses of the country by not putting 
aside as much as is being put for redemption of debt for the present. I 
do not therefore propose to take up more time of the House. I hope 
that the points whi^ I have emphasised will be considered in all their 
aspects. 

Lastly, I feel strongly. Sir, that this is the time when the Government 
of India should make up their minds to accept the amendments whidht 
have been suggested to lay down that fifteen rupee gold mohurs shall be 
minted in this country and that the Mint shall mint all the gold that 
may be tendered to it for that purpose. In this connection the view which 
has been put forward by the Indian Currency League is worthy of considera- 
tion. We are not anxious that the Government of India should at present 
\mdertake the responsibility of paying gold mohurs for rupees presented. 
We are anxious that the coming of gold mohurs should be provided for by law 
as it was in the Act of 1918. Diiring war time the Government of India 
did enact that gold mohurs should be minted in this country, and all 
that is necessary to-dav in this connection is to take the provisions of 
that Act and re-enact them as port of this Bill with such modifications as 
tho experience of these vears might have shown to be necessary. That 
is tho Act No. XIV of 1918 — an Act to provide for the coinage of gold 
coins at tho Mints rofcired to in tho Indian Coinasre Act, 1906. This Act 
is exactly the law in which a provision like this should find a place. Section 
4 of the' Indian Coinage Act 1906 provides for the coining of silver coins. 
Section 6 provides for the coining of nickel coins and section 8 provides 
for tho coinififf of brenzo coins. It is a matter of regret to us, Sir, that 
there is no section in the Act to provide for the coining of gold coins. We 
now suggest that, after all the experience gained and after all the losses 
siiflGrod, the Government should PG?roe to enact provisions in the Indian 
Coinnere Act io provide for the coining of gold coins. Section 8 of Act 
No. XIV of 1918 runs as follows : 

** Th* foPowme, oold co’n ‘sh'ill be coined at tbe Mint for is''no under the authority 
o** the Governor Geneial v Count’l, namely, a gold mohvr of 15 rupees piece.** 

Section 4 provides: 

“ The stanJaid weigh’ of the sn’d gold mohur shell be 123‘274A7 <nrains troy 
Its standard fineness shall be as follows, namely : eleven-twelfths Rne gold and one- 
twelfth of alloy : Provided . . . ** 

Section 9 provides that “ the Governor General in Council may make rules 
to carry out the purposes and objects of this Act.”. Notices of amend- 
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ments have been given by my Honourable friend Mr. T. Praikasam and 
by my Honourable friend Mr. Selkar to secure this object. I hope that 
the Government will, on a correct reading of the entire situation of 
&e wcumstances of the country, show due regard to Indian public opinion 
in this matter, accept those amendments, establish the ratio and provide for 
the coining of gold mohurs in the country, of the relation of 1 to Rs. 15, 
and frame rules in order that such gold coins may be coined. For the 
present we only suggest that the Government should establish the mint 
and provide for the coming of gold mohurs and that they need not under- 
take the liability to pay gold mohurs for rupees that may be piresented 
to them. I venture to say that if these proposals commend themselves 
to the Government of India, a new era will dawn upon India.. India, 
suffered more than words can express during the last sixty years and more 
by the changing policy of the Government of India in the matter of 
currency. Nobody can deny that it has suffered. From time to time 
Goveimment have adopted measures to tide over difficulties as they have 
arisen, sometimes by legislation and sometimes by executive order, but it 
is high time now that a policy should be adopted once for all which will 
save us from all the troubles and losses due to exchange. We remember 
that an exchan^ie compensation allowance had to be given for years 
together to a number of officers of Government. I do no6 Imow if anybody 
has totalled up the amount of loss that India has sustained over exchange 
during the last sixty years. If we now provide for the coining of a gold 
mohur which shall be equal to the English sovereign in weight and fineness, 
our standard coin should stand as one to one to the English Soverei^ 
There need be no longer any exchange trouble. Our gold mohur must he 
equal in weight and fineness to the English coin. If that is once estab- 
li^ed we shall make our payments in gold wherever we have obligations 
with people having a gold currency. Our internal currency will not be 
affected by it and our &ade will not suffer. A new era of prosperity will 
dawn, which will enable us to give greater wages to wage-earners, to 
secure greater profits to the agriculturist, to promote indigenous industries 
and to see the dawn of a new day of happiness for the people of India. 

Six Victor Sassoon (Bombay Millowners’ Association: Indian Com- 
merce): Sir, my actions during the last few months in connection with 
the agitation on the subject rf the ratio have incurred for me no smdl 
degree of censure not only £rom the supporters of the la. 6d. rupee in this 
country but also from the nearest members of my family abroad. I 
can only say that I wish that my critics were right and that I were wrong. 
However, while I must treat the question, which is not only contro- 
versial but acutely controversial, with an appearance of dogmatism 
which cannot be avoided, I shall attempt not to be unduly partial or un- 
duly dogmatic, though it will be almost beyond human power to avoid 
this double risk. I have always been supremely conscious of the fact 
that we the supporters of the lower ratio have marshalled against us 
protagonists with the highest qualifications to rank as experts in these 
complicated matters of exchange and currency. I have always realised 
to the full that I can lay no claim to the title of expert. That I am 
indeed only a humble student in such matters, but my experience in 
the business world has shown me that the expert is by no means invari- 
ably right. Indeed, I and my interests have lost large sums through 
icllowing the ad'dee of experts. Nor is it bevond the recollection of 
Members of this House, particularly those coming from Bombay, that 
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even G-ovomments have sufferoJ bj the blind pursuit of the dicta of ex- 
perts, however distinguished, and that losses have occurred which have 
had to be met by the unfortunate taxpayer. But where, however, we 
in the business world have to shoulder personal losses besides having 
to face cnticism by no means restrained, horn shareholders by no means « 
sympathetic, to the difficulties of commercial management, it is rarely 
in the official world that he who sows the seed has not beetn translated 
fo higher spheres before the day of harvesting arrives, and the criticism 
of indignant representatives of the people is disarmed at the sight of a 
newly appointed official who begs them not to cry over spilt milk and to 
l^t bygones be bygones. I have tried to bring any small gifts that I 
may. possess of understanding and common sense to bear on this ques- 
tion of exchange and I have not spared myself during the last 12 months 
in an attempt to master its intricacies. I foimd, however, difficulty 
at the outset to believe that the nation as a whole was to obtain an ad- 
vantage through the remittance of what are known as ‘‘Home charges,*' 
that ev('iy Government official, every recipient of a fixed wage or salary 
^as to benefit by a lower cost of living, every cultivator to find that the 
reduction in the number of rupees he received for his produce was to 
be fully compensated by the lower prices of the commodities that he 
might have to purchase, every creditor to benefit by 12J per cent, in 
gold value both as to interest and to capital, every external investor in 
Government paper, mortgages, securities bearing a fixed rate of interest 
to benefit by the same amount, and all these symptoms of a new Utopia 
were to be obtained at the expense of a few plutocratic millowners from 
Bombay and others of the same kidney. 

It is a fasoinaiing speculation, Sir, that we owe largely to the imagi- 
native genius of the Honourable the Finance Member. But my diffi- 
culty has been to reconcile so many of his views and statements with 
hard facts. I remember, for instance, on the day when sipping my 
morning tea and perusing my morning newspaper mj unfeigned pleasure 
at reading a paragraph to the effect that the Honourable the Finance 
Member from the olympian pinnacle of his high office had stated that 
I was “a good agriculturist." For a while I allowed my fancy to toy in* 
with pleasurable visions. I imagined telegrams coming" to me irom His 
Excellency the Vicero;^ , begging me to take up the post of Member for 
Agriculture, editors leaving their deslss to ask me to name my price for 
an Article on Bedding out Bulbs in Bombay. But alas ! such day-dreams 
were of short duration The cold relentless liglit of reason pointed out 
all too glaringly that the Honourable the Finance Member, in spite ot 
his admittedly high intellectual attainments, had no justification to call 
me a good agriculturist merely because of my desire for the well being 
of the cultivator. So also in the matter of the ratio, I ftjt myself un- 
able to accept the alluring picture painted by the champions of the 135. 
rupee, and decided to look fuHher afield. It w^as soon borne in on me 
that all these advantages of an appreciated rupee, if beneficial to India, 
v/ould be even more beneficial to Great Britain in her dollar exchange, 
and could have been so easily obtained by that countr}’^ merely follow- 
ing the example of India and demonetising her sovereign and raising the 
sterling value of the bar of gold. At the same time, the sterling dollar 
exchange could be raised as here by deflation, the manipulation or 
management could be continued until' the new gold point was reached^' 
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and then any rising tendency eonld bo stopped by further manipulation 
or management by the increase of, or if the Honourable the Finance ^ 
Member prefers it, by the inflation of curreiK*\ at the higher new goH* 
point. Now, in my pursuit of truth, it was then that I came across a 
pamphlet by Professor Keynes entitled “The Economic Consequences el 
Mr. Churchill,'* criticising the British Chancellor of the Exchequer, not 
for refraining from raising the sterling-dollar exchange above the pre^ 
war par, but for bringing up the sterliug-doUar epcchange by 10 per cent, 
to the pre-war parity. Mr. Keanes has been termed one of the most 
brilliant brains of the younger generation, so I think he may be allowed 
to be quoted against that band of intellectual giants, the supporters of 
the 18d. ratio. Extracts £rom this valuable pamphlet as well as Mr. 
Keynes* review of the situation a year later have, I understood, been in 
the hands of certain Members of the House, and so I shall restrict my- 
self to point out that Mr. Keynes considers that the rise in exchange in 
England was in fact a move by Government to depress wages. I make 
that statement and emphasise it particularly for the edification of m,y 
friends who are interested in labour problems. I would also point out 
that Mr. Keynes states that by turning a profit of 8i. a ton into a loss 
of Is. 9d. a ton, the action of the British Government was the direct 
cause of the coal strike with all its unfortunate efiects on trade and coni- 
meroe in that country; but at any rate, the action of the British Gov- 
ernment did achieve one thing which it set out to achieve, and ihat was 
the retention of the world’s money market. I fail, however, lo spo nnv 
such prize falling to India's lot through the action of the Government of 
India. 

I would like to refer again to what I have already referred to in a 
previous speech as regards the position in England where a drop ui 13 
per cent, at ports only resulted in a drop of 4 per cent, in the cost of 
living. I should like to repeat that although prices Ihert-t had adjusted 
themselves by 13 per cent, of which 6 per cent, was due to a v^orld's 
drop in prices and the balance to the 10 per cent, appreciation of ex- 
change, only 4 per cent, was the resultant drop in the cost of living, 
althouffh wo know that England has a highly organised banking industry 
and a highly developed competitive system of marketing the world’s 
produce. And we who live in a buUock-cart country are asked t<i bolie^ve 
that barely tw'o years after the establishment of Is. 6d. gold we havo 
almost completelv adiust^d our prices and cost of living to that figure 
Let me emphasise too that anv advantage that India miglii hope io 
expect from the appreciated lupee could be expected in n highei degree 
by Great Britain owing to her debt to Amt-rica and owing to tlie fact 
that she is dejpendent on impor's of food materials for feeding her peopio 
So every argument that the Honourable the Finance Member ctm give 
us in favour of a hiaher ratio acts twice as forciblv in mv opinion os far 
as the dollar-sterling ratio is concerned. 

Now, Sir, let us come nearer home. Let me take a concrete case of the 
effect of the rise in exchange on a cultivator. And I shall take as my 
example a grower of cotton. I hope the House will not find me going too 
much into technical detail. It is difficult to make these matters simple 
but I am going to do my best. If wo take the price of cotton at the point 
of export as 100 points, experience will show that of that 100 points, 
per cent, are absorbed in movi^ that cotton from the up-country Eaw 
Kapus market, ginning it, pressing it, transporting it, marketing it and 
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jutiiag It on boaru tue ship. Of the balance oi 78 points which the culti- 
vator receives, ou points are absorbed by his cost ol production including 
inteiesb, leaviug a inaigin oi pioni: lo tne cultivator ot 16 pi^ts. 'mat, bir, 
was the position in the Is. 4d* era. Under the la. 6d. ratio, the 100— the 
price at the port o± fahipment, not the puce at tne up-country market— the 
100 becomes 874. The charges are the same, so that the profit drops from 
18 points to 64 . The Bouse will therefore see that the cultivator's profit 
did not drop by 124 per cent, or by one-eighth but by two-thir^. I havs 
*chosen the cotton-grower because in the past he has been having a better 
time of it than other cultivators. The price he got for his products has 
been proportionately higher than the average rise, in other commodities. 
With the result that imtil last year he was in a position to be able to pay 
'Off his debts and to put a little by. But what is his positkoi to-day? He 
has seen a 50 per cent, drop in the world price of cotton. In any case, 
he finds himself unable to make a profit with his working costs as they 
were and yet he is forced to take one-eighth less for the value of his produrt 
not at his market but at the port of shipment, or else to allow consumers in 
this country to import American cotton for their needs. What can be the 
result of this except for him to sink back into the clutches of the money- 
lender again? And he is told by the Government of India through its 
Finance Member that the cultivator suffers no net loss. (Hear, hear.) 
Now, Sir, from the cost of living figures I gave the other day, some interest- 
ing deductions can be made. Our arguments, the arguments and the litera- 
ture of the supporters of the la. 4d. rupee, our arguments with reference 
to cultivators outside those whose produce prices are directly affected by 
world prices, were based on the Government's assumption that internal 
prices for kindred articles had adjusted themselves and that there was in 
consequence an appreciable drop in the cost of living, though we have 
always fought the statement that the adjustment was substantial. If, 
however, those figures which I put before the House the other day are 
correct, then the drop in the cost of living is negligible. It follows that 
those cultivators who are not growing produce for eg)ort have not yet had 
to adjust their prices to the Is. fid. rupee and so are no worse off; and 
that to my mind is the answer to the statement that is often made that 
a large body of cultivators have not felt the pinch yet. ^ey have not 
lost because there has been no adjustment or dmp in the prices they re- 
ceive. But if there has not been an adjustment the whole of the case for 
Che Is. fid. rupee falls to the groimd. Look through the evidence that 
was given before the Currency Commission. Witness after witness oonouis 
with the higher ratio on the assumption that prices had substantially adjust- 
ed themselves. So all the painfid processes of adjustment have still te 
come and the Government’s advantages in indirect increased taxation is 
f^ing entirely on those producers of commodities in direct competition 
with foreign imports. Give us back our Is, 4d. rupee and prices will only 
rise in those imported commodities of which we are told only 7 per cent, 
are consumed by the agriculturists, and in home produce directly competi- 
tive^ with them and these items fonn a very small part of the total cost 
of living budget. I admit, you see, Sir, that some things will cost more, 
though none will cost the full 11 per cent, more to the consumer, because 
the consumer pays retail prices and he does not pay c. i. f. prices. I admit 
that your whisky will cost you more, but I don't admit that man can live 
on whisky alone, no, not even if he be a Scot. And in any case large com- 
mitments have been made for forward delivery and exchange has been fixed 
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'*ior these oonunitoients, and the competition among importers will prevent 
prices from rising materially until the present stochs and stocks that are on 
(6heir way heire have to be replenished. Therefore, for all we hnow^ by 
<the time ihey need to be replaced, the world’s prices may have fallen, so 
that, in spite of lower exchange, the result may be no higher cost in rupees. 
jPor we must not forget that some experts like Mr, ICifftTiiri have 
foreshadowed a substantial fall in world prices during the next few years 
and though I don’t think that they will fall by the full 40 per cent, that 
been mentioned, still it does seem likely that we are now in a period 
similar to the last 25 years of the last century and that we shall have to 
look forward to a definite drop in world prices. So much for the bogey dl 
rising prices if we return to the old ratio. 

Now, Sir, let me try to sum up the advantages and disadvantages of the 
higher ratio. I^tly, among qgrioultuiists at present only those growing 
an export commodity are suffering. But when the general adjustment takes 
place, then all must suffer during that painful period. Secondly, fixed 
^age-earners have not found any appreciable advantage in the higher ratio, 
because they only get an advantage through a drop in the general cost of 
living, and in some cases, such as employees of trading and manuw 
^ facturing concerns, an era of depression means a reduction ol 

staff and consequent unemployment to a large number of unfortunate 
family men. Thirdly, we get the advantage to Government finances which 
is a very real one despite the fact that budgetary considerations were not 
in the Finance Member’s mind when fixing what ratio we should have. In 
attempting to estimate the price that has to be paid for the very real 
vantage that the Honourable Member has received, there is quite a definite 
difficulty, which has, I think, been the cause of so many perfectly true* 
Statements appearing so conflicting. I have tried to analyse this pheno* 
menon and consider that it is due to a lack of clearness in laying down the 
fundamental premises or assumptions. We must either view the problem, 
on the assumption that the cost of living and retail prices have for all 
practical purposes adjusted themselves to the new ratio or on the contrary 
a<iisumption that there is a large mal-adjustment So as to show to the 
House how easily one can fall into error by mixing up these two assump- 
tions, let me begin by criticising one of my own statements. The other 
dav I was pointing out the difference in debt that the country was burdened 
with xmder the two ratios. I was entirely right when I stated that under 
the higher ratio the country had to pay 491 crores of grains of gold more 
than under the lower ratio. But in saying that, I omitted to state that 
T was accepting the Government assumption of a substantied adjustment. 
The burden of the country which is in gold can be stated either as 65 crores 
odd of la. 4(7. rupees or 57 crores odd of la. 6(7. rupees or 48 millions odd of 
gold sovereigns, but this burden would actuallv only be felt by those whose 
financial existence had only partially adjusted itself to the new ratio. If 
the grower of bajri, for instance, gets the same amount of rupees for his 
product under the Is. 6(7. as under the Is. 4d. ratio if in fact, the gold 
value of his product is raised with his taxation and expenditure, he is no 
worse off practically even though his taxation is raised. 

The Government too only gains where prices have adjusted themsdves, 
where in fact it pays the same gold value as before. It cannot gain in 
salaries as these having the same rupee cost have been raised equally in 
terms of gold. In other words, if, as I maintain, the general cost of living 
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iias not gone down, if, as I hold, the price of commodities in the country 
\viih certain exceptions is as high as before, if, therefore, the rest has all 
ri«!cn proportionately in terms of gold, then admittedly, the advantage to 
the Government and the burden to the people is limited to the Home charges 
and purchases of imported goods less the lower customs duties the Qov^ 
eminent may receive. 

Now, who pays for this advantage? And who shares in it? It is only 
‘temporary as ii only lasts during the period of adjustment and we are 
^assuming with a certainty — ^regarding which I admit I still have doubts— 
that in the end a complete adjustment does take place. 

What are these remittances? They are invisible unports as they re- 
present services received, just as all remittances represent commodities or 
service received by this country. They, therefore, have all got to be paid 
for by exports and any advantage derived by imports counter-balanced 
by an equal disadvantage to exports. As 1 have shown there is only an ad- 
vantage while prices which include w^ages have not adjusted themsdves. 

. Now, it has been estimated that the gross shortfall in rupees suffered 
by exports is in the neighbourhood of 40 to 45 crores a year and this is the 
iund .therefore which must pay for any advantage that may be received by 
imports. These advantages, whether received by Government or others, are 
paid for at the expense of the producers of exports, so it is on this poison 
of the population that the whole burden falls, on this class that benefits 
only microscopically as consumers of imports. 

. I now turn to the argument which the Honourable the Finance MemH^ 
on Friday last stated he had some difficulty in following and which is men- 
^ tioned in the Memorandum that has so kindly been circulated to Members 
‘ of this House. Let mo restate it shortly and simply. What is put forward 
'is^ that if wo luni the revenues of this country into golden sovereigns we 
find that tiie Budget asks for something like 15 million gold sovereigns more 
than it did in 1924-25, the year after the Inchcape Committee had done ita 
work. But we go further. We say that the amount asked for this year 
U 6J million«i of sovereigns, or the equivalent, more than the revenues of 
the year previous to that in which the Inchcape Committee’s recommenda- 
tions took effect, and therefore, more than the very sum which the Inchcape 
’Committee set out to retrench. The Honourable the Finance Member 
savs that wc must not ignore anv difference in the commodity value of 
'gold during that period. So, I will not ignore it. 

If the House will look ,\i Voluino 2 of the Appendices to the Boyal 
(Jommission’s Bepori, page 33, it will find that at budget time in 1928, 
that is in March, 1928, there is a figure given for the United States gold 
commodity price, and if it looks at the figure for June, 1925, it will find 
that the commodity price in America — choose America as being a gold 
country — dropped by 2 points. If you look at the article by Professor 
Kpynos, dated June 2nd, 1920 in Thr Xno Sep^iblic, you will see that 
he gives the drop in the United States for the previous year as 6 points. 
So u e have got a drop in world prices between March, 1923, and June, 1926 
of 8 points Now, Sir, how does the Honourable the Finance Member 
lusiifv a rise in expenditure of the equivalent of 15 million sovereigns in 
1920-27 over 1924-25 w'hen the gold commodity price in that pericS has 
•dropped? 1 could explain it. 

The Honourable Sir Basil Blackett: I have explained it in another place 
on Saturday last. 
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Sir Victor Sassoon: I could explain it and I propose to essplain it bare. 
I could explain it by saying that the reason why the Honourable Member 
has had to raise the gold value of his expenditure is because the prices in 
India ha^e not adjusted themselves to the 18d. ratio and he has therefore 
had to pay an increased gold price for everything, or at any rate, for a 
great deal of his expenditure outside the Home charges. 

The Honourable Sir Basil Blackett: Has the Honourable Member seen 
my statement in another place saying that we have not spent more? 

Sir Victor Sassoon: I have not. I am afraid I was not present at the 
other place. It would be very interesting to hear how it is that, although 
the arithmetical sum says we have spent 15 millions more and the gold 
prices have dropped in the period— it would be most interesting to see 
how that is a delusion. I should have thought that the Honourable the 
Finance Member might have pointed out in his budget speech that there 
was only an apparent rise in the expenditure and he might have explained 
it there. (The Honourable Sir Basil Blackett: “I did.") I think the 
main reason is — ^whatever he may have said in another place, — the main 
reason is that he has not been able to reduce bis expenditure in this 
cotmtry, and he has not been able to reduce the expenditure in this coimtry 
because prices have not gone down, because prices have not adjusted them- 
selves to the la. 6d. rupee. The Honourable Member will not say that, 
he dare not say that, because, if he did say that, he would be removing 
the very foundation on which the whole of the edifice fSr the la. 6d. ratio 
has been so painfully erected and it will come crashing to the groimd. 
Incidentally, if I imderstood the Honourable Member aright during his 
remarks this morning, he said that if it could be shown to him that prices 
have not adjusted themselves he would go into the la. 4d. lobby. As ihe 
cost of living has not gone down appreciably and as I take it that prices 
of commodities besides rents and taxes do form part of ihe cost of living 
figure, I have every hope of seeing the Finance Membc^r in the U, 4d. 
lobby. (Laughter.) 

The Honourable Member accused me the other day of wishing to wipe 
out the debt by inflating currency after the example of Cxennany. When 
he took chairge of the Finance Department the exchange was at la. 8d. 
gold according to his own statement. I have never criticised the Finance 
Member’s action in managing or manipulating the currency tfll it reached 
la. 4d. gold. I have merely protested against the ratio being raised above 
that figure and I think that this House mil hardly credit the charge that 
I, of all people in the world, I, who am a very large investor for my family 
interests in Government paper, would uphold any action of the Finance 
Member to repudiate the public debt by following the methods of Germ any • 

So, it all comes down to this. Are we to burden that portion of the com- 
munity which exports commodities for the advantage of the Government 
and of creditors? Are we to decide to make the whole country endure 
the painful process of adjustment to the la. fid. rupee which has yet to 
take place, or are we to ask the Governments of this country, both Imperial 
and Provincial, to readjust their Budgets to the old ratio and give up some 
of the advantages which they have received during the last two years? 

At any rate, of -one thing I do feel convinced, and that is, that we are to 
return to the lower ratio, there is no one who can give us back our la, 4d. 
more economically than can the Finance Member if he should so choose. 
However much we may criticise his policy in certain directions, however 
much we may deplore a tendency to twist words to suit subseauent views 
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instead of allowing them to remain at the meaning generally accepted by 
the public when they were spoken c r written, not one of us, 1 feel sure, will 
deny that the technical reorganisa tion of ilie whole of the finances and 
the Finance Department of the (3-ovemment of India — reoiganisation 
which is entirely due to the genius md the industry of Sir Basil Blackett-— 
no one will deny that this is a lastii^ heritage for which India will ever be 
in his debt. I am a sincere believer ihat Is. 4d. is for the ifitimate advantage 
of India, but 1 will tell the House jhat I do see in a return to it a possible 
sSight dislocation not of the trade and commerce of the country but of the 
financial arrangements of the Government. But knowing as 1 do how the 
British Civil Servant always gives of his best regardless of his personal 
views, I have a feeling of confidence that, should a return to the la. 4d. 
ratio be eventually ‘decided on, we can rely on the knowledge, integrify 
and loyalty of the Honourable the Finance Member to make the necessary 
changes without any untoward distWbance. 

The Bevd. Dr. I. M. Haephafi (Madras : European) : Before I begin to 
make any remarks on this subject I should like to state that I do not 
speak on behalf of the European non-official group. As has been quite 
manifest, we are divided on the subject, and consequently we are, each 
one of us, free to speak and to vole as each oxie thi^s best on this sub- 
ject, — ^an example which I hope will be followed in other parts of the 
House. {Sir Pmahotamdas Thakurdas: Induding the Qovemment 

party.”) {Some Honourable Members: ” And nominated Members.”) 

Mr. President: Order, order. ]>r. Macphail. 

The Bevd. Dr. E. M. Maep^^: I do* not wish to allow myself to be 
distracted by interruptions but it is a little difficult sometimes not to be 
distracted. What I wanted to say was that I have been very much 
interested in this question because it is an old familiar friend of mine. I 
had the privilege of living through the controversies of 1898 and 1898, in 
fact, I was a teacher of economics at the time. Consequently, my atten- 
tion was drawn not only as a tax-payer and as a citizen to these subjects 
but also as a teacher of youth on economic subjects, and although I am now 
a supporter of la. 6d., in those days I was a supporter of la. 4d. and for 
'the very same reason that I am a supporter of la. 6d. now. I do not mean 
to go fully into ancient history, but the Honourable the Pandit has set me a 
bad example .... 

Pandit Madan Mohan Malaviy^: Do not follow it. 

The Bevd. Dr. E. M. Macphail : I do not mean to talk for an hour and 
a half. He has gone back to 18V8 when the first proposal was made to 
stabilise the rupee at Is. 8d., and, I may call the Honourable Pandit’s 
attention to this, to introduce gold currency. The wicked Government in 
1878 actually proposed to introduce a gold standard and those weighty 
words which the Honourable Pandit read for our benefit and which were 
written by my Lords of the Treasury were written turning down this 
proposal for a' golfi currency whi(jh now the Honourable Pandit favours. 
Those words were weighty no doubt, but they were the outcome in my 
opinion of the mid- Victorian policy of laissez faire. The currency, it was* 
held, must be sacrosanct, it must not be touched, it must not be interfered 
with, it must not be managed nor manipulated, although your curr^cy 
might in many ways be bad. Now, let us see what the problem was that 
-was before the people of India and before the Government in 1808. Per- 
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haps I may give my own espetieaee of the rupee. Wheu I aiw^*, oat to 
India in Januaiy 1886 ve had a 1«. 6d. rupee, and so my first love was 
Is. fid. In the eoutse of 1880 it suddenly dropped to nearly Is. 4d. and I 
remember the sensation of horror that passed through every one that 
heard that the rupee had actually gone down to la. 4d. It went up 
slightly and I went home— there was no conneclaon between ttiet^ 
things— and I came bach in the year 1890. During that period unfortu- 
nately there were other people who took to manipulating ourrenoy, and 
these were the Amerioans. They passed an Act for the purchase of silver 
and the consequenoe was that silver went up and with it 
the rupee. I was coming out in the months of June and July 
remember that at every port that I touched— at Aden, tiban at Colombo 
and then at Madras — I got a rupee less for mv sovereign. The rupee 
jumped up nearly to Is. 9d. That was in t£e year 1890. Then it 
went down and by the year 1892 it had gone down to Is. Id. 
Government intervened by clodng the mints bn 1898 and tried to raise 
the rupee to Is. 4d. They succeeded in raising it to Is. 4d. for a few; 
days but it soon dropped again and went down to less &an Is. Id. 
about Is. id. Then it gradually rose until the year 1898 when it reached 
Is. 4d. and was stabilised there. I am perfectly oertam of this, that if 
nothing untoward had happened we should still be having a Is. 4d. rupee 
and even Sir Basil Blackett would never have proposed to interfere with' 
it. My friend the Pandit has a great idea of the omnipotence of Gov- 
ernment. I know that some people are in the habit of jeering at Gk>vem- 
ment’s omniscience but the Pandit evidently thinks that in addition to 
bdng omniscient the Government is also omnipotent. What did he accuse 
the Government of doing? B[e accused the Government of raising the ■ 
rupee from Is. 4d. to Is. 5d. and up to 2s. In a tone of horror he said 
“ Is there any civQised country in the world in which such a thing was 
done before?” Was it really Government that raised the rupee? 'What 
was it that happened? The rupee broke loose because of the rise in the 
value of silver. The silver rose to such an extent that the silver in the 
rupee was worth a good deal more than Is. 4d. and the consequence was 
that if the Government had not raised the ratio the rupee would have 
disappeared. All the rupees would have been melted down. 

llr. Jamnadas M. Mehta (Bombay City: Non Muhammadan Urban): 

Is the rupee a standard edn? 

The Sevd. Dr. B. M. MacphaT’The rupee was in an anomalous position, 
Mr. Jamnadas, because it was neither exactly a standard coin or a token 
coin. It was a standard coin to this extent that it was unlimited legal tender 
but it was not standard coin in th’s wav that it was the only standard 
that we had. We had an attempt at a kind of bimotallipm thit held on 
as long as the silver did not rise to the extent ’t did in 1917. When 
silver rose there was nothing for it but for the value of the rupee to go 
up. In other words what happened in 1917 was that there was a return 
to the monometallic standard. We went bnek to silver. Now the 
Pandit has waxed very eloquent over the in’qu’ties of the^ Governunent m 
closing the mints in 1898. I ask my Honourable friend Sir Pur'hotamdas 
— does he approve of closing the mints or not? Does he approve of 
ing the mint? Was the Government’s action in closing the mint in 1898 
so wicked as the Pandit doscrihed it as being. Every oonoeivablo adjective 
was used in the extract that the Pandit read. 
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Pandit Kadan Mohan Malaviya: I want to say that I never used the 
word “ wicked I said it was unwise. I hope Dr. Macphail will not 
misrepresent me. 

The Bevd. Dr. E. M. Macphail: I do not mean that the Pandit called 
it wicked. I gave the substance of what he said. I know he did not use 
Satanic ” which is the modem word. He said it was veiy wrong. I will 
put it at that. I do not want to misrepresent the Pandit also. I did not 
mean to say that these were the Pandit’s word, but he read an extract 
containing very strong language and he associated himself with the opinions 
expressed in that extract. Now the Pandit next proceeded to attack the 
Government for its wickedness in not introducing a gold currency. In 
1878 and again in 1898 it was proposed that there should be a gold currency 
and in the document which the Pandit quoted from Mr. Dadabhai Naoroji, 
if he had gone a little further he would have read this ; 

The second propoeal for a gold standard must be abandoned. The conversion 
of silver into gold standard canzK>t be carried ont without great cost, which will be the 
highest crusty and tyranny to inflict upon the bloodless and miserable and helpless 
people of India, especially as this infliction is to he made on the false assumption 
that it wih give rdief from the burden of the remittance for Home charges when 
it will do nothing of the kind as stated by Grovernment itself. The step is not at 
all necessary for any economic purpose except that it will be a convenience to t]^ 
foreign exploiter, official and nonH>fficial.*’' 

There is your gold currency and your gold standard. That is the way in 
. which Dadabhai Naoroji spoke of it in 1898 and now the failure to introduce 
a gold currency is brought forward as one of the iniquities of the Govern- 
ment, although it had been denounced in such unmeasured terms by Mr. 
Dadabhai Naoroji. I merely wanted to call the Pandit’s attention to it 
because he said he had not studied economics before. 


Now I want to say a little about what Sir Victor Sassoon said. My 
Honourable friend seems to have a misfortune in that he seems somehow 
or other to express himself at one time in one way and then to find out 
jbhat he was wrong. {An Honourable Member: “ So did you.”) I do it 
often and it is a very commendable feature in his character that he admits 
that he was wrong. I want however to try to put right one or two things 
that he said, one thing at all events »in which he unwittingly misled the 
House. The other day talking about the amount of cost added to the 
rupee debt he used certain expressions. I challenged him at the time. 
I did not get my chance then and I have got it now. What he said was 
that the rupee debt was so much and he multiplied it by an eighth and 
put it into terms of gold. He said, ” I think I am safe in saying that the 
Government will saddle the people of India with an additional debt of 60 
crores which will have to be met ” and he made that statement after 
saying 


Sir Victor Sassoon: I explained it to-day. 

The Bevd. Dr. E. M. Macphafi: He explained it to-day and I will ex- 
plain it again. The Honourable Mr. Brayne said if you adopt this rate 
you will have to pay so many more pounds for your sterling debt and he 
made the reply that if you adopt the other ratio you wfil have to nay so 
many more pounds for your rupee debt. Unfortunately he was not satis 
fied with doing that. He went on to say that the^ Go^e^l wi 
s^dlmg the county with an additional debt of 60 crores of rupees barrinff 
the amount that had been raised at the rate of la 6d When I mt» 
rupted him I was quite he was mating a mistaie. I made inquiiie^ 
afterwards and I found that of the large sum which he mentioned Z 
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fewer than 80 crores of rupees were boirrowed at the rate o£ 2a. la 
the fifties aad sixties that was the rate at which it was borrowed and 
the consequence was that if you paid these people back you ought to have 
paid them bac^ at the rate of 2a. to the rupee and not at the rate of 
la. 4d. I am not concerned as to whether it is going to*be paid or not. 
I am merely pointing out that Sir Victor Sassoon made a very grave mis- 
take in that matter and yet it was quoted by my Honourable friend Mr. 
Srinivasa Iyengar and others as being the very last word on currency 
questions. There was a tone of awe about the way they spoke about Sir 
Victor Sassoon. It impressed me so much that I looked up his evidence. 
I had done it before. I looked it up again in the Currency Report and 
I was pleased to find that Sir Victor Sassoon disclaimed altogether being 
a currency expert. His modesty is quite marked in these replies that he 
gave and ho has shown us the same modesty again to-day. 

Now, the other point which I wish to refer to in eoimection with Sir 
Victor Sassoon is the statement which he made in connection with the 
Railway Budget He said he had been mistaken about the cost of living. 
He had said that the cost of living had gone down and he finds it 
has not and he wanted to correct that statement. Well I think it is very 
right to correct a wrong statement, and I suppose Sir Purshotamdas 
Ihakurdas is in the same position. But what I cannot understand is 
what all the shouting is about. If prices have not gone down, if the cost 
of living has not gone down, why are the mills in such difficulties? And 
after reading the note, after reading the Minute of Dissent — ^I am a plain 
man, I am not a business man — {An Honourable Member: “ You are a 
professor.”) Yes, I am a professor, and sometimes professors do no^ 
understand things properly. When I read these papers your complaints 
seemed to me to amount to this: ” We are very much handicapped in 
our industry; our prices have gone down but wages have not, and the 
consequence is we must do something. We were tided over the difficiilty 
by getting the cotton excise knocked off. That helped us, but if it had 
not been for the cotton excise we should have had to compel wages to 
come down. We are not able to fight with our people and consequently 
you must give us a lower rupee.” Now, my own feeling in the matter is 
this, that there has been a great deal of unnecessary talk, first of all, 
about this being th^ natural ratio, and secondly them has also been a 
certain amount of misunderstanding with regard to the sanctity of the 
ratio. I do not know that it is really necessary for me to say very much 
about the naturalness of the ratio, after what I have already said about 
my experience of the rupee. I have stated what my experience of the 
rupee has been to me. It seems as natural that it should be at la. fid. as 
at la. 4d. It was I admit, at la. 4d- for a considerable time. Now the 
argument is that once you have got a standard of value it is very wrong 
to meddle with it. I quite agree. It is wrong to meddle with it unless 
it is absolutely necessary to do so. (An Honovrable Member: ” Ahf”) 
What I want to say to Sir Purshotamdas Thakurdas and to other people 
who have been talking on the subject, as for example, the Currency 
League, in connection with the standard of value is this. They say there 
is no difference between a pound, a yard and the standard of value in the 
precious metals. You will find that stated in many of the documents of 
the Currency League, and the Pandit to-day introduced very much the 
same kind of argument. It is the same kind of standard, that is their 
argument. Now what I want to point out is that it is not, 
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and it is that fact that seems to me to be the moral 
justificatioiL of the ohangeii brought about by fixing the 
exchange at Is. 6d. Your standard of value is a thing that varies in 
itself, and you cannot prevent it from varying. However much you 
stabilise your rupee, you cannot stabilise your standard of value, because 
it is only one side of an equation and as the other side varies your 
standard varies. Let me take an illustration. If I take a pound weight 
of gold and another pound of gold and another pound of gold, the unit of 
weight does not vary. Each om^ of these pounds is of the same weight 
as the others. The gold does n>t vary either. It is the same quantity 
of gold. If I take a yard of cloih and another yard of cloth and another 
yaid of cloth, all the yards are the same. But if I take a number of 
pounds of gold, a number of sovereigns, and if I increase that number 
indefinitely, their value changes. It is not a fixed thing like a measure 
or weight or distance. The value changes according to the quantity that 
you have. I know there are some people who deny the quantity tneoxy. 
I cannot understand, after the iUustration we have h^ in Gennany,, 
Erance and Italy, how any one can deny the quantity of money theory.' 
It is simply that people deny fat^ts they do not understand. (Laughter.) 
Why IS it that there have been somplaints against Sir Basil Blackett for 
deflation? I have been Ustening all this time in silence to currency dis- 
cussions. Every day we have heard something about currency and every 
time Sir Basil Blackett has been accused of deflation. Why? What was 
his crime? He deflated. He t(X>k away some of the currency. What 
was the effect of that? Had it any effect? {An Honourahle Member: 
“ It pushed up the rupee.’’) It pushed up the rupee. Did it have any 
effect on prices? No, no effect. In fact one of the documents which I 
have received from the people who follow Sir Victor Sassoon has told us 
that as a result of the higher ratic^ prices are going up by leaps and bounds. 
(Lausrhter.) That is the kind o i stuff sorved up to the ignorant people. 
(An Honovrahh Member: “ Wbo was it?”) It is written here it is one 
of your followers. (Sevei^’al Hcrourable Members interrupted.) It was 
a supporter of the Is. 4d. ru^ee. (An Honourable Member: “Name 
him * *) It was a paper sent to me. I certainly do not subscribe for it. 
(Lau^r^iter ) It is called the ” .Business Advertiser ”, and it is beaded 
“India, the Milch Tho levelling of price is sooken of as one 

of the reasons for netting a higli exchange ratio Come to the produce 
marlcots and see what h^s been t^e effect of the high exchange. The price 
of eve^v pccossarsT of life has gone up bv leaps and hounds. (Laughter 
end inteTnioi'OPs ) I can ^nve t^^c gentleman’s name if you want it, but 
T do not want to do anvfhing to injure his prospects. 

V7ol], Sir, the point that T was at when T was d'skcscted these ii tcr- 
ruptions was that the standard of value is a thing which itself 
varies. The standard of value varies. {An Honourable Member: “No. 
why should it*^”) The standard of v^lue verie® because it is one side of 
an eevation. When you sav thai a sorereion Jq worth so much, what is it 
worth? It is worth so much of commodities. And the consequence is that 
what has been haupenipg durins; these past years is that we have been 
havino a rise in prices and a great monv people have benefited bv the de- 
preciation in currency. Our cur*enc'f' is depreciated at present relatively 
to commodities. When T go mfo a shop and put down a rupee I cannot 
get for that rupee what I used to get before. When I go and buy a cotton 
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shirt I have to pay three times as much as I would have had to pay be- 
fore the cotton mills put up their prices. (Laughter.) They were able to 
put up thrir prices and pay huge dividends. We dad not pay as big divi- 
dends down in Madras, but we still pay dividends and we do not know wnat 
all«the shouting is about in Bombay. Why is it, if people have benefited 
so much by rise in prices, that they should complain so much if something 
is done to" benefit thoser people who have not benefited? I belong to a 
particular class, the class of educationists, who have suffered immensely by 
the rise in prices. My own salary I think rose by the magnificent sum 
of Es. 50. Speaking generally — do not know so much about Government 
servants — ^but speaking generally •of other people, while the price of com- 
modities doubled and trebled, salaries did not rise, and the men who were 
engaged on fixed salaries in all kinds of business suffered immensely. And 
one of the reasons why I should strongly support a Is. fid. ratio is that 1 
hope it is going to do something to check the rise in prices. I hope, if it 
does not do that, it will at all events preyont prices from rising higher. I 
say frankly that I am going to vote for it partly for that reason- I think 
there are many good reasons for voting for that ratio. Sir Basil Blackett 
seemed to mo to make out an unanswerable case for stabilizing the ratio 
at one shilling and six pence. It is curious to hear these gentlemen pressing 
for the Is. 4d. ratio and- to turn back to the Fowler Committee'^ Eeport and 
to read this : 

The advocates of the Is. 4d. ratio point to the fact that this rate has now been 
more or less elective for the last 18 months, thereby establishing a statvs gi/o which 
it would be unwise to disturb. This argument would have we greater authority 
if the status quo had been established in a natural way, but the circumstances have 
only to be read to deprive it of any value. To arrive at a rate in this way and then 
point to the accomplished fact as disposing of any questions of its propriety is 
calculated to have an injurious effect on the country’s interests.’* 

{An Honourable Member: “You have spoilt your case.*') I have not spoilt 
it. That was written Jn 1898 by the produce exporters, Messrs. Muir and 
Campbell, who were the representatives then of the school which Sir Victor 
Sassoon represents to-day. The disasters that were prophesied then have 
not come to pass. Let me read for the benefit of Mr. Chalmers a state- 
ment that I see here. Mr. Chalmers represents Assam and is interested 
in tea. “Charges that the manufacture of tea has been reduced to ■toe 
lowest limit and the margin left for profit, with exchange at la. 45. is 
simply nil.’' Everybody was going to be ruined. The indigo planters, 
the tea merchants everyone was going to be ruined, and yet titiis ruin did 
not come off. “The a^culturist is also going to be ruined"; he was not 
ruined. I know of course that the currency catechism tells you what was 
the fate of the agriculturist in consequence- It states that “owing to the 
Government of India having forced the rupee up from lid. to Ifid., they 
died off in millions during the famine time." That is again the’ stuff 
that is served out by the Currency League. {Sir Purshoiamdaa Thakurdae : 
“It was verv rash.") I will read it to Sir Purshotamdas Thakurdas. (Sir 
Purshotamdas Thakurdas: “ I have read it very carefully.") “This 
will result in their dying off by millions as they did in the period 1896-1900 
when Government did exactly what thev are doing now in order to force the 
rupee up from eleven to sixteen pence." Now I do not want to take 
up the time any longer of the House. There is_ only one more thing I will 
read; though I have got quite a selection of things here, (laughter) {Sir 
Harl Singh Oour: '''Be careful what you read.") and I feel I have a better 
right than the Pandit to take at least my share of Ihe time. What I want 
to refer to is ihe evidence given by Professor Marshall before the Currency 
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ComiUi^ttec of 1898. Professor I^[arsliall, who was one of the ablest econo- 
mists, much abler than some of the younger people, was asked this ques- 
tion by Mr. Campbell: ‘VEn answer to question No. 11842 
you sav ‘If the statement is that a depreciating currency ^ giyeg* 
a bounty to the employer who is producing for export, I admit it.' 
But you add “the bounty is just the same and at* the expense ot just the 
same people as that which he would get from a depreciating currency if he 
were producing for his home maiket and not for export-’* That means 
Professor Marshall was asked, what the effect would be of a fall in exchange 
and of the depreciation of the rupee. Would it give a bounty to the ex- 
porter? He said in reply : “Whom do you mean by the exporter? Do you 
mean the entrepreneur or do you include man vho lends him money and 
tibe labourer?” He said iflie labourer was at least as impeartant as the entre- 
preneur. Mr. Campbell eontinu(jd: “I think you go on to say that the 
bounty to the exporter is at the sxpense of the employes?” Mr. Marshall 
replied, ‘‘Of the employes and possibly to some extent of the person who 
has lent capital to them,” and he added: “The employd would I think lose 
a great deal.” That I Believe is the position still. I think the people 
who are going to lose, if you go down to Is. 45., are the people who have 
got small fixed incomes and the u^age earning class; and 1 for one shall be 
no party to bringing about anything of the kind. 

Sir PuriAotamdas Tb.akurda£ (Indian Merchants’ Chamber: Indian 
Commerce): Sir, I have been locking forward to this day when it was to 
be my privilege to submit views to this House in connection with the 
Minute of Dissent, which I tho\u[ht it mv duty to append to the Eeport of 
the Doval Commission on Currerev and Einance. I expected? Sir, to have 
this privilege exactly 40 days back, and I was more than encouraged in 
it when I road in the records of Ihis House of August last, that as early as 
the 23rd August of last year the Honourable the Finance Member had defi- 
nitely declared it as his opinion :hat it was most urgent that the stabiliza- 
tion of exchange should be settled upon bv this House. However, when 
during the subsequent months, N iture decreed that what the Finance Mem- 
ber then had so fondly expected was to go absolutely wrong, and when in 
August last .^ear the Fanence Member thought that he would be implored 
to h\i\ exchange here, actuallv iie was compelled to sell Reverse Councils 
in oi’dtr to prevent exchange from going down, he made up his mind on the 
26th of Januar\ this ^ear that wl .at was urgent in last August might be put 
off b’^ another forty dajs Ho then thought that it was necessary to have 
the help of the two Budgets in order to get this side of the House at least 
to see the charm of the Is. 65. ::atio These 40 days also have passed by 
and again he has found, if he yill onh read the signs of the times, one 
small weskness cloarlv shown oi: the horizon. During these 40 days. Sir, 
he found it necessary to modify’ the letter which he had written" to the 
Bengal Chamber in 3924 promijjing the Imperial Bank of India the first 
part of emergency currenev at sis per cent. And in reply to a question he 
informed us naively that when he said that in the letter he had a mental 
reservation in his mind, that 6 per cent, was the minimum rate. 7 per 
cent , Sir, has therefore been tie rate at which the Impeiial Bank was 
given emergency currency this season, and yet the la. 65. rate has refused 
to mount higher. The net result is that out of the requirements of the 
Secretary of State for this vear, £61 million or thereabouts still remain to 
be remitted, and I expect that tlie Secretary of State will be asked to run 
down his balance, a step which nay well be followed in subsequent years. 
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I am very much inclined, !3ir, to eubmit i«\ case to the House in th»‘ 
aama mtLnnur as the Eioanoe Member has done. In fart 1 feel thiu E owe 
it to the Honse that I should tell them vh> 1 found it udvistthle to n.;ns 
to gold bullion standard with the special condition that 1 have nanu'd; 
why I tho u ght it necessary to difier irom my colleagues regarduu; their lie- 
serve Bank scheme ; and why I considered it mr duty to put in a dissenting 
TwiniTfcft xegaxding the la, 6d. ratio. But ihe time. Sir. allotted for the pur- 
pose of discussion of this Bill is so limited, and I am speaking at such u 
comparatively late hour in the day that I propose — and I hope I will have 
the approval of the House — not to take any more time to-day either regard- 
ing the standard question or regarding the Heserve Bank question. 

I am quite aware, Sir, of the mild and considerate but ruunistakoble 
hint which mv esteemed friend, the Honourable Pandit Madau Mohan 
Malaviya, threw out ; he was sorry that I did not recommend or go in for 
full-de^ed gold standard and gold currency. 1 know that I am criticised 
very strongly for this by persons and by professors whom I hold in the 
highest esteem and regard. 1 also know' that they do not suspect my mo- 
tives for what I have agreed to; but at the same time I feel — and I feel 
it all the more— that I owe an explanation to my country and to this House 
and at every stage. When the other two subjects come up it will be my 
duty to put my views before the House for such decision as may, in them 
jud^ent, be in the best interests of the country. To-day I, however, pro- 
pose, Sir, to restrict my remarks strictly to the question of the ratio. 

The Honotmable the Finance Member has, during the interveniig period 
irom last August up to date, said in his several public announcements that 
the question of the ratio is a minor one Ma,-; I ask him if he is stiU of 
the same opinion that the question of the rat'o i«i a minor one and if he 
is prepared to accept Is. 4d. if this House passes it, or does he thinV that 
the question of the ratio is all important to him and he must have Is. 6d. ? 
If the Finanoe Member feels tbat stabilisation is necessary and urgent, it 
may be stabilisation at any rate which the representatives of the people 
may consider to be suitable after very careful dcliberatbn. After all they 
have had six months to do it. There has been fair consideration of the 
subject in the country and I wonder if the Fmanco Member would lay this 
down. Sir, as an absolute and sacred condition not to be questioned or- 
to be disturbed that if stabilisation is required by the counky it shall be 
only at the rate which he has Exed upon and at nothing else? 

But before I deal further. Sir, with the various remarks of the Finance 
Member, I wish to ^ve one or two mimites to the remarks of my Beverend 
friend. Dr, Maephail* Sir, Dr. Maephail, I am verv glad, has told us that 
he was in the country when the agitat'on against the closing of the Mints 
was on Dr. Maephail asked “was the rupee pushed up?” Ho almost 
criticised mv Honourable friend the Pandit for having said anything, if not 
in so many words, liable to that inference 

The Bevd. Dr. E. M. KaephaU: On a point oi personal explanation. Sir, 

I do not know what T said, but I eertainh did not mean to spy anything of 
the kind, because I w’as here at the time of the closing of the Mints end I 
know that the Mints were closed as the rupee had dropped. The whole 
object of closing the Mints was to push up the rupee 

Sir Fnrdiotamdas Thakurdas: I am very glad of the Bevd Dr ’s expla- 
nation. Brt I was wondering whether the Revd. Dr was refemng to the 
Honourable Pandit’s remarks that the rupee was pushed up by the Gov- 
ernment of India after 1921 . . 
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Tt© Bovd. Dr. E. M. Macphail: I was referring to his remarks about 
the pushing up of the rupee in 1917 wrhen the rupee went up over 2 shillings 
and he said anything like that cann )t happen in any civilised Government. 

Sir Pur^otamdas Thakurdas: kJhy I ask the Eevd. Dr. Macphail if he 
will agree with me that the rupee vras pushed up by the Government after 
it fell to under 1 shilling gold afte:: the Eeverse Councils? I make that 
deliberate statement, Sir, and I would like to be obliged with a reply if he 
agrees with mo that the rupee was pushed up deliberately by the Govern- 
ment of India from 1 shilling gold after the Eeverse Councils misfortune. 
Sir, it is this way. The rupee wrs pushed up, Sir, in this manner. A 
policy was devised and the rupee wras left with that policy and it could 
move only one way and one way aloae, that was improved, if not in one* in 
two, or three or four years. 

What was done was this. All through, alter the Fowler Committee 
report, which by the way was accented by the Government of India, the 
Secretary of State and Her Majesty's Government in ioto, the Executive 
began to evolve a policy quite diflerent from the policy recommended by the 
Fowler Committee. 

The Bevd. Dx. E. M. Macphail: May I ask the Honourable Member . . . 

Sir Puishotamdas Thakordas: 1 propose to give way every time to 
Dr. Macphail. 

The Bevd. Dx. E. M. Macphail: I ask the Honourable Member when he 
IS speaking if he would tell us whether he approves of the closing of the 
Mints or not. 

Sir Puishotamdas Thakurdas: I am coming to that. I have got that 
I oint next on my notes. 

A pohey was evolved by the executive absolutely at variance with the 
Fowler Committee recommendations. In accordance with that policy — 
and I have given pertinent parts leading to this departure in paragraphs 
i to 49 of my Minute of Dissent — ^in accordance with that policy the 
country was flooded with silver coius, token coins; gold was not kept in 
this country but was removed frouL this country in spite of the protests 
of a strong Viceroy like Lord Cursion and was taken away to England. 
The first Commission, after the :?owler Committee report, appointed 
owing to protests from the late* lamented Sir Vithaldas Damodar Thacker- 
sey and others, was appointed in 1913. Unfortunately the Chamberlain 
Commission's report, of which the ]?mance Member was a Secretary, sub- 
mitted the report just before the outbreak of the war. That report prac- 
tically remained uncriticisod, or I ]nay sav unnoticed by the Legislature 
of the day or by the public. As soon as the War broke out, everybody, 
Sir, turned his attention to the War The rupee was kept pegged just 
as the pound sterling was pegged io the American dollar right up to the 
Armistice time and a little after it. Large exports were being made from 
here and on account of the small imports which could possibly come to 
India, we had the large balance oi trade in our favour left in London. 
No gold could possiblv come to India and no one, not even the Indian 
Merchants’ Chamber in Bombay, said a word regarding the currency 
noliev of tho Government of Indis, under those circumstances. We all 
felt that during a period when it was a question of life and death, after 
all the question of currency or anything else stood seoondarv. After the 
Armistice when the rupee was unpegged, when the sterling was unpegged 
with the dollar, came the rise. Ws had a large balance, Sir, due to us 
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ia London. A CommiUec wits appointed in J[<nnd»u, thi> ( uiilitfi' ( sn 
mittee, Sir, Z think, had Sir Basil Blackett on it ns a ntetiilH'r, It I nuh 
take not, the Chairman of that Counniiieo n-as the Governor of thi< Bank 
of Tito glMid. They sat for nearly three yeiirb and before that Conumti* < 
cotild or did espress any opinion, the Secretary of State iipiionitcHi a { iin 
mittee to consider a more or Ic^s peruianem policy in tho umtler of ^ourt 
currency. Thus the Babinijlon Smith Comuiittoc with u1)]h tinted. The 
Babington Smith Committee had only one Indian ou it. Sir Dndiba Bnlnl. 
who put in a llinority Beporl which i<i looked up to by Indiuns at leasi 
to-day as a moniuneuial document. Hi't was the opinion which canu' out 
right. During the period immediately following that report, it to 

be my duty to be ono of the few members of the Indian llen*hunis' Ch.itii- 
her who went to the Indian Merchants Chamber's office every tlay during 
The period the Eeversc Councils were being sold. Isobody wins listened to. 
Pievetse Councils were sold, simply because the Babington Smith Com- 
mittee had said something by a majority under diiftrent circumsluiiet»i. 
World prices were falling. The Babmgton Smith Committee tbemselvc'- 
had said that if world prices fell, their whole recommendation would reguiro 
revision. This was pointed out by us to the Government of India. In 
, fact, the tragedy of it is that on the day on which in October 

1920 the la. 4d. gold rate was removed from the In^an Sta- 
tute and 28. gedd was put on, the actual prevailing rate was close to la. 4d. 
gold. Crores of rupees c£ India were wasted. The exchange could not 
be maintained, and it fell to a little tinder la. gold from 28. gold. Govem- 
bient decided to leave the rupee alone and the 2a. gold rate on the Sta- 
tute became ineffective. My late lamented friend Sir Vithaldas Thacker- 
sey moved again in the Assembly in January 1921, and urged on the Gov- 
ernment to revise this dead ratio. The Government of India refused to 
accede to his wishes. Sir Malcolm Hailey gave several assurances which, 
in the light of what has now turned out, were pious assurances. On a 
division Sir 'Vithaldas Thackersey’s Eesolution was lost by 4 votes. What 
has been the result? Ever since then up till now, the gold ratio has 
been left on the Statute-book. This has cut out gold being tendered to 
the Currency authority in this country, and whenever there was any favour- 
able balance of trade, the automatic expansion of currency in India has 
been cut out. The Government of In^ has been practically the sole 
ju^es of the rate at which exchange can prevail. 

As to the figures of the absence of expansion and of the total deflation 
f.Ti has been effected by the Government of India till now from 1921, I 
hope the Honourable the Finance Member will at a later stage be able 
to give us a few details. I submit. Sir, that in leaving the 2a. dead and 
ineffective ratio on the Statute from 1921 up to date, the Government of 
Tn.Tin. iiod nothing else or could have had no other consideration in mind 
than to bring up the exchange to a point which they themselves really 
wanted. Sir, after ^itiinTring over the whole question, I now make this 
ptatement deliberately, that if the Government of India had not put up 
the exchange beyond la. 4d. gold when reached in 1924, if they had pur- 
sued a correct policy in this matter, things would not have been brought 
to the state in which they are to-day. It is not difficult to understand 
whv the Honourable Member to-day or on one or two or three Afferent 
occasions said “Well, leave the exchange open”. If you leave exchange 
uncontrolled, whenever there is a balance of trade in favour of India, ex- 
change must go up. What I say is, why did you not in October 1924 put 
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cn ]&. 4(i. on the Statute-book when Is. 4d. gold was the actual rale avail- 
able/ Why did you leave it open? Is there any country that you can 
name which has done so? 

The Eonourablet Sir Basil Blackett: Yes, Sir. 

Sir Purshotamdas Thakurdas: Which one? 

The Honourable Sir Basil Blackett: 1 do not like to interrupt the Hon- 
ourable Member. He vrill find that Siam which is a neighbouring country 
to India has done exactly what India has ^ done. 

Sir Purshotamdas Thakurdas: Exactly, Sir. Is India to be compared 
with Siam? Is there any major country that you can name? I can also 
name some Colonies, British East Africa and Kenya. May I ask the 
Honourable the Einancd Member to say if he considers that Siam and 
India are alike and can be reasonably compared in this matter? 

The Honourable Sir Basil Blackett: I think they are very much alike 
in matters of exchange. 

Sir Purshotamdas Thakurdas: Are they? What a comparison? Sir, I 
feel that my reply to the Eevd. Dr. Maephairs first question is that the Gov- 
cinment of In^a, if they urge they did not deliberately push up exchange 
since 1921, are guilty of having left on the Statute a rate which could 
achieve nothing else but appreciation in the value of the rupee. It is no 
good, therefore, turning to us to-day and saying that the Finance Member 
has only obliged us by stopping at la. 6d. while you might have had la. 8d., 
la lOd. or even 2a. I have before now publicly aclmowledged what the 
Honourable the Finance Member did in asking the India Ofl5oe to stop 
in their mad course at la. 6d. gold. All credit is due to him for having 
done that, but I think that he should and could have done better by us and 
earned our gratitude. 

The next question, Sir, which the Bevd. Doctor asked me was, was the 
closing of the mints right? Now, Sir, the difference between him and 
me in regard to this question w simple. When the mints were closed, 
I was at school. When the mints were closed, the Eevd. Doctor was 
n-aching Political Economy. But from what I have read and from what 
I have discussed with my friends, and especially after what has fallen 
from Pandit Malaviya, I can tell the Eevd. Doctor this much, that the 
closing ci the mints was protested against in no uncertain terms, as far 
as I can gather from previous records, because a full value coin was what 
was required by the people of India; that was taken away and a token coin 
was given to thorn. Why do Indians to-day. Sir, want a gold currency? 
Y^7hy do they want a full value coin to-day? Because they feel, Sir, that 
they cannot trust the Government of India in their currency policy. Past 
Itistory is unfortunately against the Government of India. In fact, even 
1^-day, Sir, it is a matter of personal regret to me, and it is a matter of 
'personal loss to me that on this question such an eminent financier as Sir 
Ba^-il Blackett cannot sec that Indians are justified fully in the suspi- 
cions they have regarding the curronov policy of the Government of India. 
Wlicn he put forward, Sir, his gold standard and a gold currency scheme, 
T thought that he had roally iiit the nail on the head. He said “I want 
India to go on to the ideal; I know that thev want a gold standard and 
a gold cuiTency; give it to them; and having given it to them, they will 
ihemselves get tired of the cost involved and they will take to the" ideal 
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system*'. The only difficulty. Sir, was that there was a paragraph at 
ihe end of Sir Basil Blackett’s statement which he possibly could not help— 
perhaps anybody else in his place would have had to put it in— the com- 
mission found in London that in the unsettled conditions in which Burope 
still is, Sir Basil Blackett’s scheme eaased almost alarm. But I am 
drifting into the gold standard and gold currency question. All I wish to 
tell the Finance Member is that, if hi& wide experience and acquaintance 
with the Indian public has not confirmed this impression on him, he 
might try again. The public in India want a full value coin until they 
can trust the Government’s currency policy. They deplored the closing 
of the minis in 1802, because they would not trust a token coin. The sub- 
sequent history has not been to the credit of the Government of India, I 
must assert. If the Government of India now persist in carrying through 
the la. 6d. ratio or in doing anything against the la. 4d. after it is passed 
by this House, it will be another dismal chapter added to those already 
in existence. 

But, Sir, I would like to remind the Bevd. Dr. of this. On the 
Herschell Committee there were two members. Lord Farrell and Lord 
Welby, who said this in their supplementary minute: “Under these cir- 
cumstances’* — ^this is what they said, — “we could not join in the recom- 
mendation contained in the Beport*' — that is about the closing of the 
mimis — “without at the same* time recommending that the Government 
of India should, in view of the ultimate adoption of the whole of their 
plan, be prepared to secure the convertibility of the tokon silver currency 
and should with that object accumulate a sufficient reserve of gold**. These 
two Lords were neither merchants nor exporters as Sir Victor 
Sassoon or myself. They themselves said that they approved of the 
closing of the mints on the distinct understanding that gold would be 
accumulated in order to get convertibility of the rupee into a gold coin. 
Is it the fault of Pandit Malaviya, I ask, that he uses strong terms in 
condemning the policy which took away from India a full value coin, giv- 
ing hopes that gold currency would be available? And to-day we are 
told, gold currency and gold standard apart, have a promotion in yoxir 
currency ratio, a thing which has no parallel in any part of the world. 

Then, Sir, regarding the rupee borrowings of the Government of India, 
the Bevd. Dr. asked my friend, Sir Victor Sassoon, whether it is not a 
fact that a few crores were borrowed in 1860-70 when the exchange was 
about 2 shillings? Surely, the question is not one of trying to do justice 
to the creditors. If that was the idea, what did the Government of India 
do in 1898 for their lenders from whom they had borrowed at 2s. ? The 
whole question is of the rate at which Government are now making it 
compulsory on the tax-payer to pay the rupee debt of the Government. 

The Bevd. Dr. E. M. Macphail: Might I ask the Honourable Member 
why Sir Victor Sassoon made an exception of the money that was raised at 
Is. 6d. ? 

Sir PurdLOtamdas Thakurdas: I don’t know why Sir Victor Sassoon did 
it. I am only telling him the reasoning underlying this point. You have 
a certain debt in rupees. If you put Is. 4d. on the Statute, obviously 
you will have to repay so many crores into 7' 5 grains of gold per rupee 
or commodity value. If you put Is. 6d, on the Statute, you repay so many 
into 8*4 erains of gold per rupee. The question of the rate at wMch the debt 
•was really borrowed hardly matters, unless it is the Finance Member’s 
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intention to-day to try and do justice to the creditor, in which case of 
course another Bill will be required before the House. 

Now, Sir, the Eevd. Dr. Macphail had a fling at the Bombay mills. I 
don't wish, Sir, in the least to defend the Bombay mills. They have a very 
capable spokesman here in Sir Victor Sassoon. But I have myself been 
offered the honour of having put forward the views of the Bombay mill- 
owner in my Minute of Dissent. Now, I wish to point out this to the 
Eovd. Dr, Macphail. Does he realise that, after all, if la. 4d. is put on 
the Statute, the mills in India (leave aside the Bombay mills, even in- 
cluding the Madras mills) will all have to pay 12J per cent, more for 60 
per cent, on cotton? Of the total expenditure, in which I include 
wages, stores and cotton, 60 per cent, is cotton. On that 60 per cent, the 
Indian miQs have to pay 12J per cent, more at Is. 4d. On stores, which 
is about 6 per cent, of the total expenditure, they pay 12^ per cent. more. 
The whole point is whether the cotton industry suffers at Is. 6d. and it 
applies equally to mills at Bombay, Cawnpore or Madras, I submit to 
the Eevd. Dr." Macphail that the reason is that the purchaser of the pro- 
duce of Indian cotton mills is the Indian cultivator, the Indian masses, 
the Indian middle riasses at best. There are very few of the richer classes 
that buy the produce of Indian mills and'it is because by the higher ratio 
you actually run down the buying capacity of the cultivator that the 
Indian cotton mills complain. If that is objectionable too, I submit to 
the Eevd. Dr. Macphail, then only can he criticise the mills in their atti- 
tude. You really hit the largest class of their customers. The Indian mills 
do not export their cloth. They sell their cloth here. If you hit their 
best customer and practically their only customer, and if their buying capa- 
city is contracted because of tKe 12J per cent, by which you decrease the 
return to the grower of their raw produce, is it not right that even the 
most selfish of the mill-owners should get up and say that is a wrong 
policy? I hope that this at least will appeal to the Eevd. Doctor. 

But, Sir, the funniest part of his speech was towards the end. The 
Eevd. Dr. MacpKail said: '"Oh, you all warned us in the past that every- 
body would be ruined, but nobody was ruined: nobody is ruined yet.” 
Surely if there were people ruined, Dr. Macphail would not see them 
moving about? He personally would not see them. Some of us mi g ht 
see them. I submit that very few Europeans would actuaUy see the 
Indian that is ruined, the Indian that is in distress. Unless the Eevd. 
Dr. Macphail is a missionary, doing some social benefit work amongst 
Indians and is helping to support them by some donations, I submit. Sir, 
that he and very few Europeans would see the poverty or the ruination 
of the Indian part of the population. That would be reserved, Sir, for 
Members of this side of the House. It is not a racial question at all. 
You don’t mix with that part of the population at all. You only move 
amongst the upper middle classes. Soon after the closing of the mint in 
1892 there was a famine; not that tlie famine had anything to do with 
the closing of the mints. (Hear, hear.) The closing of the mints really 
reduced the staying power of the agriculturists. On the top of it came 
the famine, with the result that those who only fed themselves on a half 
or a quarter meal a day, what could they do,' Sir, but fall an easy prey 
when scarcity and famine came on? Sir,' I have here news about some- 
thing which is more up to date. I have in my hand, Sir, a copy of the 
Indian Dailij Mail of 10th February last. There is an article subscribed 
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hv T S Diehe a lengthy article, but I wfll only read one w two pas- 
Sii' It i. hl.did ••I’.t.doe in E«a." "W for Ovd Eellrf 

and Eemission of Taxes” : 

“ This war while the crop on an averaee in most of the villages in Berar is less 
than t&^^niHrae wte of cotton is not half of what it was m the last two 
years.” 

Purtber on, Sir, he says: 

“ The agriculturist in Berar is hard hit. He has no money to pay Government 
assessmeiu. The Berar fiaokar has also no money as his coffers are empty, as they 
w-e’e not filled during the last tvo years owing to failures of crops. To-day, the 
agriculturist docs not get loans even if he is willing to pay the extortionate rate of 
interest of 36 per cent, per annum, and is willing to allow deduction of 20 per cent, 
recentlv introduced as Hundawan ” in Berar by unscrupulous money-lenders. 


Xo Bidders at Auction Saha, 

Men outside Berar would be surprised if they are told that the peasantry in Berar 
has become so poor now owing to successive failure oE crop that in vill^es there are 
no purchasers for land. ... In one village (Bajandra) the sale of 24 acres of 
land which in ordinary years would have fetched at least Bs. 3,000 was sold for 
Bs. 320 and the claim of the Akola Bank was not satisfied even by this sale.” 

And. Sir, so the iaie goes on. I hold this article. Sir, at the disposal of 
any Honourable Member who may wish to see it. 

There is another, a later on, which is dated Elliehpur, 21st February. 
And I will only read tLe last two sentences. 

” Normally the purchasing power of the individual in Berar has been always higher 
than in many districts in the Central Provinces, but the effects of the past three 
agricultural seasons have told more than ever, and the result is to be observed in 
lower prices and small profits, and in lower labour wages owing to there being no demand 
for the latter.” 

And, if in spite of this, it is contended. Sir, that agriculture is not hit 
owing to the change in the standard of payment, all that I can say, Sir, 
is that the whole issue is being put before "the House in a manner that it 
may be more and more confused instead of getting clearer. 

Now, Sir, I would like to take up one or two points in connection with 
what Sir Basil Blackett himself said. Sir Basil Blackett, Sir, in his 
speech, this morning, abked whether it was agreed that we should stabilise 
now. There is no difference of opinion about it this time, A few days 
back this House actually adjourned in order that we may compel Govern- 
ment to consider the Eatio Bill ‘earlier than now. The whole difference 
is between the two rates. In supporting or advancing his rate of la. 4d. 
Sir Basil Blackett inquired what answer Government could give if there 
was bankruptcy due to the la. 4d. rate. I suppose he means bankruptcy- 
in commercial circles. Now% Sir, whether la. 6d. if carried through, and 

adjustment to la. 6d. — such balance of it as' is left over — ^i^? to be enforced 

whether that will bring more bankrupicy or a reversion to la. 4d. will 
bring more bankruptcy is a question about which I would not be dogmatic 
myself. I would leave it, Sir, to various Honourable Members on whose 
vote this question depends, to decide it in the light of their own informa- 
tion and their own inquiries. But with reference to the Honourable Mem- 
ber’s question I am inclined to give him n reply. I wish to ask the Finance 
Member if he is aware that when the Government really put 2a rate on 
the Statute and after the inability of Government to maintain the 2s., when 
many importers were ruined, there was a very strong complaint that the 
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Oovernr^ieiLt should give them some redress. Speaking in the Assembly, 
Sir Malcolm Hailey said as follows: 

‘*But 1 would ask the House to remember that I definitel^r told the Legislative 
Council last year that it was impossible to say what variations might take place in the 
rupee-sterling exchange throughout the year. Ordinary commercial prudence should 
have led merchants to cover their exchange.** 

Now, if the Government of India had justification for what Sir Malcolm 
Hailey said in 1921 with reference to a rate which was put on the Statute 
and to maintain which the Government spent so colossal an amount, there 
is hardly anything to be said for a rate which is neither statutory nor has 
the weight of official indication; for, indeed, if there was an impression that 
the Government wanted Is. 6d. it was known also that the Indian public 
were against changing the permanent ratio of India unless convincing proof 
to the contrary were evinced. Therefore, I submit to* the Honourable 
Member that he will not find it difficult to give a reply. In 1921, Sir, 
Sir Malcolm Hailey gave a reply to the men who came to him for rdief. 
He said that even though they had actually put 28. rate on the Statute, 
they did not undertake to keep it up. Eegarding Is. 6d. the Govern- 
ment only said that they would maintain the Is. 6d. rate up to a certain 
period, and after that, eveiybody knows that the ratio is to be decided 
by the Assembly. Therefore there can be no reply needed. But I sug- 
gest to the Pinance Member very earnestly that the question whether it 
IS the Is.^ 6d. which will br^ more bankruptcy or a reversion to Is. 4d^ 
is a question which to my mind is not very difficult to decide, but on which 
there can be serious difference of opinion with his view at least. 

The next question is the question of wages and the Pinance Member adred 
whether Members on this side of the House would really like those who 
work in the Postal Department, in the Telegraph Department, and the 
Eailway Department shoidd all be mulcted of tiieir 12^ per cent., or if 
they were to be given increases, further taxation for that purpose wotild 
have to be voted. Neither is necessary and I assure the House that both 
of the«»e are, ]f I may say so, very strong unjustifiable exaggerations by the 
Finance Member. 

Sir, the Cun-cncy Commission based several of their recommendations 
on the opinion of Professor Gustav Cassel, and I will read, Sir, only one 
paragraph fmm Professor Gustav Cassel ’s Book on ‘‘Money and Foreign 
Exchange afler 1914*’ (from page 274, if a reference is needed). He sajs 
Hs follows: 

** Finally, emphesis must be laid on the fact that the policy of stabilisation cannot 
he merely conCv,rned with a particular group of prices ** 

— ^I would like the Finance Member to remember this regarding what he 
was emphasising about my consent to the unanimous part — 

«.nch as wholesale prices. Stabilisation must rather be extended to all prices, 
and consequently oven lo wages. Under normal conditions the natural formation of 
prices always tends to form a ceitain economic equilibrium between different groups 
of prices. A funclamental condition for this equilibrium is that produce-prices 
correspond to the costs of production — ^that is to sny. the sum total of prices that have 
to be paid for producing the articles. This condition seems at prese]{;V~(t,e., in 1922, 
when the book was writtf^n) — to bo far short of fulfilment in most countries. During 
1921 wholesale prices dropped in a number of cases so excessively that they reached 
P level far below the costs of production. In such cases an adiustment is essential 
cither by raising the price of the produced article or by reducing wages or other 
costs Off production. If a severe reduction in nominal wages might he attended with 
very serious difficulties, due consideration must be taken of such a contingency when 
choosing the price level which it is desired -n future to establish as normal. This 
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inevitable oonneotion of ideas politicians nsually seek to expel from thi>»r niInJ;<. It 
is inopporiuBo to talk of a reduction of wages, and the subject is sJntliou^ly avoided* 
And people are all the same quite prepared to hold out prospects of an improvoinont 
in the country’s cun-ency. This is a futile game of hide-and-soek. It is iu»w a 
primary necessity for nations and all clusses to learn to look reality in the taw** 
There are no grounds whatever to justify the idea that it will be possible to maintain 
wages at a relatively higher level than the prices of commodities. Indeed, this would 
m^ that the productivity of labour had been increased through the disturbances we 
have suffered since 1914 . 'Still, there can be no one who would ever seriously champion 
I such a theory.” 

We should, therefore, Sir, be satisfied whether wages and salaries 
have gone down in proportion to the Is. fid. rate before we can accept 
the theory i*ecommended by my colleagues of the Catnmission. If this 
Is not the case, as we all know it is not, because wages have not yet 
gone dowm; and if we still decide upon 3s. fid., we shall be giving a mandate 
to the parties concerned to reduce wages and salaries. Government ser- 
vants including the finance Member and his peon, that is high and low, 
clerks and other employees in business firms, as well as labourers in in- 
dustries, in manufacturing concerns or on the field should be all prepared 
for a reduction in their emoluments at an early date. Those who are 
'iiaken in, on the score of the interests of the consumer, will see that no 
amount of jugglery on the part of any Government will prevent this in- 
evitable economic law from coming into operation. If there is any effort 
on the part of the parties concerned to oppose the reduction of wages 
and salaries which must follow the la. fid. rate, it will mean serious 
sti^gles between capital and labour. And in this connection we may 
point out the fate of highly organised and politically supported labour in 
England m the coal industry. They had to submit to proportionate reduc- 
tion in their emoluments due to the defiation practised in England. And 
indeed this is not a rosy prospect in order that we may consider the la. fid. 
ratio. 

We are told that if the la. 4d. rate is put on the Statute, these people 
will suffer. The Kevd. Dr. Macphail said that he supports the la. fid. 
'because he feels .... 

The Bevd. Dr. S. M. Macphail: Partly because. 

Sir Piirahotamdas Thakurdas: Yes, partly because— you did say partly 
because — he feels that that would give his very limited income a larger 
purchasing power. Sir, in laws of economics nothing drops from 
heaven, and very little grows from mother earth by way of 
money. If Dr. Macphail says that somebody gains, who pays 
it? I venture to ask the Eev. Dr. Macphail this question “ Who pays 
it?" Does it come from the coffers of the Qovemmont? Does it 
come from the coffers of my Honourable friend, Sir Victor Sassoon, who, 

I understand, has got a few crores of rupees and he may not mind taking 
out a crore and giving it : certainly it does not come from out of my pocket. 
Who pays it? I submit to the Eeverend Dr. that he might tbinlr over 
this problem again and I am sure he would be the last person to ask to 
be allowed to benefit a little, even though it be a limited income, if the 
tiller of the soil in Madras lost it. 

The Bevd. Dr. E. M. Macphail: I take the tiller of the soil amongst 
my own people. 

Sir Purshotamdas Thakordas: The only difference is that your income 
goes into hundreds of rupees a month and his runs into a hundred rupees 
at the most a year. 
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The Honourable the Finance Member warned us about strikes. 
Nothing else can lead to strikes more surely and more unmistakably than 
it you try to push through this Is. 6d. and stabilise it (The Honourable Sir 
Basil Biackott ro^se to sav something.) There is no question about it. 
The Honourable Member will have his right of reply. If he will give me 
a right of reply after him I will sit do^n and give way every time. Surely, 
it. is impossible that you can afford to pay your labourer at a rupee worth 
8*4 gi'dins of gold the same amount as you were able to pay when the rupee 
was worth 7‘6 grains of gold. If I am a cotton grower and grow 6 candies 
of cotton and if you decide because of your power that the price to me in 
rupees should be restricted only to the appreciated rupee I am bound to get 
fewer rupees in contrast with the world gold prices, and world gold prices 
cannot bo influenced by any Government ever so powerful. Therefore 
if I am going to get fewer rupees I cannot possibly pay out the same 
number of rupees which I used to pay out when the rupee was lighter in 
sfold bv one grain. I submit therefore that it is no use contending that 
labour wages will not go down at 1?. 6rf. They are bound to go down. 
The difference is this. They will go down then numerically and in volume. 
To-day you take them awav by restoring the 3 a. 4d. and making the 
rupee worth 7*5 grains of gold as it was before the war. 

The Honourable the Finance Member asked 11 questions. I remem- 
ber those 11 questions very well. I have got a reply to those 11 points 
ready with me, but I feel that on this general discussion I should not 
take more time and thus curtail the time available for other Honourable 
Members. I take up the Honourable Member’s challenge and I will 
replj to those 11 questions on the amendment regarding the ratio which 
is bound to be moved by one Honourable Member or another. But I 
ask the Honourable the Finance Member if he will reply to a few simple 
questions which I propose to put to him. I am sure that he will no:; 
have to look up many figures. I want him to reply to them so that the 
House may decide fairly in the light of facts. I do not want him to 
say “Yes” or before he sees the questions. (Laughter.) I am 

serious and shall read out my questions: 

(1) Is it a fact that no other major country in the world has appre- 
ciated its currency above its pre-war ratio in" relation to gold? If the 
reply to the above be in the affirmabive, what are the reasons for India 
being treated in this special manner by the Government of India? 

The Honourable Sir Basil Blackett: That is easy. 

Sir Purdiotaandas Thakurdas: (2) Is it a fact that Government hav« 
been able to push up the rupee to la. 6d. gold owing to their insistence 
on retaining the dead ineffective ratio of 2s. gold on the Statute-book 
which prevented gold from being tendered to the Currency Authority in 
India** Is it a fact that the Indian commercial communitv protested 
against this ever since 1922? Was Is. 4d. gold available for being put 
on the Statute in October 1924 and why was that opportunity deliberately 
allowed to pass? 

The Honourable Sir Basil Blackett: That is easy. 

Sir Purshotamdas Thakurdas: I told him that I woidd give him very 
easy questions to answer. (Laughter.) 
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(3) Is it a fact that : 

(a) the policy of working up the ratio beyond Is. 4d. gold has been 
accelerated by the Government of India starving the country 
of normal expansion of currency during the years 1921-27? 
and 

(&) that during the current year (1926-27) very large actual defla- 
tion of currency has taken place? 

(4) Is there any major country that can be quoted as having been 
treated in the manner that India has been treated during the last six 
years, vis., insistence of Government to keep an ineffective ratio of 2s. 
gold on the Statute-book cutting out gold for tender to the Currency 
Authority? And if so, will the Finance Member name such country or 
count lies? 

(6) Will Government put on the table a statement showing the total 
nett amount of deflation done since 1920 year by year? 

(6) What is the basis of the figures of production and price level on 
which the Finance Member justifies his policy of: 

(a) compulsory non-expansion of currency, and 

(b) deflation of currency during the period 1920 till 1927? 

I will, when the ratio amendment is under consideration, submit to 
the Honourable the Finance Member my replies to his 11 questions. 1 
hope he will reciprocate the courtesy by giving me such answeis as he 
may think proper to my questions. On these two let the House judge. 

Ecgarding the Fowler Committee s reporfe, the Honourable the Finance 
Member said that Members on this side were very fond of quoting 
minority reports. Unfortunately, lor India, it has been so. Wnere you 
put a minority of Indians on a Commission and where one or two out 
of them have the boldness to say something which is again a minority 
vdthin a minority, is it a wonder that the Indian public in the light of 
the experience of the past attach a little more weight to such daring 
member than perhaps the member deserves? I happen, Sir, to be one 
of those fortunate or unfortunate ones, whichever way you look at it. 
and I feel that my countrymen have valued my services more than iliey 
deserved; but that does not make the material in my Minute of Dissent 
any the less worthy ot their attention. Eegarding the Fowler Committee 
report, the Honourable the Finance Member said that the members who 
have been quoted from the Fowler Committee recommended la. 8d. It 
was the majority of the Committee that said la. 4d. To-day the question 
is between la. 6d. and la. 4d. He asks, why do those members who 
quote the dissenting members ot the Fowler Committee not favour la. 3d. ? 
If I may say so to the Honourable Member, this is a very good trap. 
The question is now, — ^as it was then between la. 4d and la. 8d. — ^the 
question is now between la. 6d. and la. 4d. Nobody asked to-day for la. 8d. 
or anything under la. 4d., because that would be unfair and djing in- 
justice to the creditors. We ask for la. 4d. because la. 4d. was on the 
Statute-book till 1914. India’s currency, if the Honourable Member 
will only look at the figures — ^India’s is the only currency which got least 
disturbed, because la. 4d. gold was only disturbed lor a period of ihree 
years, and even then it was la 5d, and not la. 6d. Sir, a reference to 
Appendix VII in Volume III of the Eoyal Commission’s Ecpoi't will give 
the figures. I have got the figures but I do not think it necessary to 
give them. All that I say is that la. 4J. gold was longest in existence 
during the last 12 years and as a matter of fact H was exceeded only for 
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about 18 or 20 months. That was the only period when it exceeded 
la. 4 d. gold and for the rest of the period it was under la. 6 d. gold. So 
nobody wants la. 8 d. I know that la. 3d. would be as unfair to the 
creditor as we claim to-day that la. 6 i. is unfair to the debtor. 

The Finance Jlomber further said the agriculturist receives 1 -he same 
gold in world markets. It is not doubted at all. For your agricultural 
produce you receive the same gold in the wwld market. It is in bringing 
gold from the international market to India that my Honourable friend 
intervenes and by fixing the ratio at la. 6 d. he prevents the sovereign 
from being converted into Es. 15. He compels a man here to be satisfied 
with only Es. 18-5-4, and takes a part of the difterenee for his Budget, 
which is shown as a surplus budget ; he gives provincial contributions and 
gives the rest to those who remit money outside India. It is here that 
the real mischief comes in. ^Therefore, if Government are prepared tc 
give India a gold currency the question will only affect debts outstanding 
up to date. Until that I feel very strongly that the greatest possible 
injustice will be done to the masses of In(Ea by not reverting to la. 4d. 
and by stabilising at la. 6 d. 

My attention has been dra’wm by a very esteemed Honourable Member 
to paragraph 191 of the Majority Eeport and I have been asked to say 
why in other countries adjustijaents of prices take place in one jear or 
two years and why in India it should take longer. Now, Sir, take 
England itself. When they went to the gold point, in April, 1926, Pro- 
fessor Keynes is reported to have said that it would take two years for 
eoiiiplete adjustments Now, Sir, the trade of England is mostly export 
and imi>ort trade. England has to import for the purposes of her own 
food. England has to export most of her industrial manufactures and 
lor tae United Kingdom the internal trade in addition to the export and 
import trade is estimated at anything between 16 to 20 or 25 per cent. 
ot ihe total trade. Any way it does not form the major part of the trade 
o£ the United Kmgdom. Even in a country like that adjustments tO' 
a 1 per cent, rise in currency amounting to 2 per cent, is said to take two 
\cars. As against this for India, her export and import trade is 
estimated only to bo a fraction of her total trade. The internal trade of 
India is estimated at anything from 10 to 16 times the external, i.a., export 
and im])ort trade. You have therefore a country with the bullock" carl, 
as Sir Victor Sassoon said, with 10 to 15 times internal trado a*? against 
England vbi'»li has musij of her trade consisting of her export and import 
IraHu and when you bear in mind that the import and the expori trade 
adiust themselves in exchange simultaneously practically withm a day, 
surelv if England takes two years for complete adjustments, in India 
where the internal trade is ten times the import and export trade it would 
be risky and dangerous to assume that the adjustments can take place 
within less than 7, 8 or 10 xears. And to-day for Is. 6d. gold we have 
not even ccmuletod the second 3 oar. 

Sir, the Finance Member said that sanctity of the ratio is after all 
sentimental. Well, sometimes there is some ' good even about a senti- 
ment Mav I ask the Finance Member this? "What is the intention of 
the Government of India or of the Eidia Office in this respect? 
Sir, gold standard and gold currency are after all India’s birthright. We 
shall have it out of the Government of India, if not now, within 6 or 10 
years. That is not a gift that we are looking for^'ard to. It is our 
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birthright. If we are united we shall fight for it and win it. We are 
anxious that we shoxfid not have it at the inoonvenienoe of England^ Wt 
are anxious that we should not disturb Eirropean conditions. But is it 
the intention of the Government of India and the India Office that until 
we can have or until we take from them a gold standard and gold currency, 
they are slowly giving us promotions fi*om la. 4d- to la. 6d- la. 6d. to 
la. 8d., then la. lOd., and then 28. Unless there is sanctity attached to 
this question of the ratio, 1 have not the least doubt that in order to 
bolster up Government Budgets, in order to avoid further taxation, in 
order to make up for increasing expenditure of all kinds we will slowly be 
driven into a higher appreciation of the rupee, further grinding down of 
the masses and that is a thing which no Indian, Sir, who has taken the 
slightest trouble toi understand the problem would even thinly of with 
equanimity. I have only one word more to say regarding a query put 
by my Honourable friend Diwan Ohaman Lall in coxmection ^^ith the 
rate of 28. lOd. that prevailed for a short while in 1920. He asked the 
question why the Bombay mills did not suffer when the exchange rate 
was over 2s.? 

3Cr. M. A* Jlnuah (Bombay City: Muhammadan Urban): They made 
money. 

Si: Puishotamdae Thaknrdas: Although the ruling rate in 1920 was 
2s.. and over, owing to paucity of stocks of piece-goods, etc., here, all 
(manufacturing concerns, not only cotton mills, were practically coining 
money. If they were not coining money, they were coining gold. If they 
were not coining gold, they were coining diamonds in some cases. There was 
no question then, Sir, of the ratio, of the exchange. If in 1920 the Babington 
Smith Committee had been a little less greedy and a little more discreet they 
might have got through Is. 6d. But thei;e is a God above. England 
became greedy. The 2s. failed. The Government have now learnt wisdom. 
They now want to give us promotion step by step. I hope no Inffian will 
agree to a course which has no precedent in any other country and which 
every economist of the past century has run dovTi in terms which I need ' 
hardly repeat. I therefore strongly support that the Bill be taken into 
consideration and I hope that when the amendment comes up the House 
will vote for Is. 4d. 

Mr. Arthux Moore (Bengal: European): As I listened to the extremely 
interesting speech we have just heard and the very delightful discourse 
of the Honourable Baronet, I felt as if a sudden smoke screen had been 
interiected between my eyes and the clear light of economic truth. I 
should like, Sir, to try and dissipate some of these clouds. I was parti- 
cularly amazed at the beginning of Sir Victor Sassoon's speech by the 

fact that he claimed the authority of Mr. Maynard Keynes for the Is. 4d 
rupee. Now Sir, that is entirely contrary to the facts. I refer any 
Member to the evidence of Mr. Maynard Keynes before the Eoyal Com- 
mission. I am quite sure that mj recollection is accurate. Mr. May- 
nard Keynes said that he strongly advised the Commission to do nothing 
at all, not to stabilise the rupee in terms of gold at present but to carry 
on the very policy which the Finance Member has been carrying on for 
the last five years ; that is to say, to maintain a stable level of internal 
prices as far as possible- I appeal to Sir Purshotamdas Thakurdas who 
himself interrogated the witness in London whether I am not richt in 
savins' that when Sir Purshotamdas tried to pin Mr. Maynard Keanes 
to the proposition that if a major Indian crop failed in the monsoon he 

would be justified in lowaring the ratio Mr. Kevnes would not acc<%n* 
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thcfc proposition. All that he would commit himself to was that the 
GrO\rei*nment, or whatever authoidty managed the currency, should be pre- 
pared to move the ratio either a penny or a haK-penny, but nor more, 
either way for a rise or lall of 10 per cent* in world prices- That was 
the evidence of Mr- Maynard Keynes. Therefore I hope that Members 
will noo run away with the impression that he is in favour of a Is- 4(Z- 
rupoe- Now, Sir, what was the further point which enabled Sir Victor 
Sassoon to bring in the name of Mr. Keynes? He quoted from a 
pamphlet caUed ‘‘Economic Consequences of Mr. Churchill’*, and in tiiat 
Mr. Keynes criticises the British return to the gold standard as premature, 
and claims that it was one of the causes of the coal scrike- Well, Sir, I 
am lor a Is* Gd. rupee- (An inaudible inten’uption was made by Sir 
Victor Sassoon.) I did not interrupt the Honourable Member during his 
speech and I was sorry to see that he interrupted Dr- Macphail conti- 
nuously, and if he interrupts me in my speech I shall deal with him- The 
point of Mr. Keynes was this, that the return to a gold standard was 
premature. Now, Sir, I am prepared to accept that dictum for the very 
reason which makes me accept Is. Gd- in India- The Finance Member is 
proposing to return to Is. Gd — ^that is to say, to stabilise at Is- 6d- in 
terms of gold — after actual stability has been attained, whereas what was 
done in Enoland vras that they returned to pre-war gold parity before 
stability had been attained, and forced it from a lower figure- Therefore, 

I accept the dictum of Mr. Ke^mes. But Sir, Sir Victor Sassoon as a 
Is. 4d. man would naturally not accept that dictum. He represents a very 
important financial house wiiich has very properly very important interests 
to protect- And I say that the very same reasons which make that 
financial house and Sir Victor Sassoon supporters of the Is- 4d. rupee in 
India make them support in England the appreciation of the potmd. 
Therefore I say that you are asked in this House to regard this return 
to the gold standard as a bad policy, whereas actually it is a policy which 
the Honourable Baronet and his firm must inevitably support and, I am 
quite sure, did actively support- So you have been asked to accept; 
something as the Honourable Member’s view which is in my opinion en- 
tirely contrary to his real position. 

Now, Sir, if wo try to clear away all these misconceptions and look at 
this question in its simplest light, I think we ought first to examine what 
is the common ground on both sides. Well, Sir, I think the common 
ground is that this is a battle of prices- Unless it is a battle of prices 
it has no other meaning at all- The proposition put forward by one side 
of the House is this, that prices are at present adjusted to a la- 4d- 
rupee, or more or less adjusted to a la- 4d. rupee, but they have not 
adjusted themselves to a Is. Gd- rupee, and therefore the Government 
ought to bring the rupee dovTi to Is. 4d. which is its proper level in 
i-elation to prices. Well, Sir, that again is a proposition vrhich I can 
easily prove to be totally contrary to facts- It sounds all right, be- 
cause it is true that in this country wo are accustomed to the fact that 
a fall in prices internally corresponds to a rising sterling exchange- As 
the rupee goes up prices come down- That certainly is the ordinary 
working of the economic law. But surely we must take account of the 
fact that we are not dealing with that case at aU- The working of 
the economic law was entirely suspended and transcended by another 
set of factors which intervened in the Great War, and you have this 



3HX UBBBSIKCY fiEEIi. 


18V0 

furious result, that high prices were reached in India not with a hm 
exchange at all but with a rising exchange- The highest point of living, 
when I think the Calcutta figure reached 206, was reached in the very 
year, 1920, when the rupee reached its highest average. The average 
for 1920 was two shillings and a fraction, and that was the very year 
at which we reached the highest prices. So that high prices in India 
and the present wages in Bombay, which arc I think Bs. SO- 12 on an 
averagie, — all these were roachod under a rising rupee, and the highest 
price was reached with the rupee at its highest point. That is a very 
curious factor, and it entirely destroys the basis of the suggestion that 
prices are actually accommodated to the l8- 4d- rupee- They are accom- 
modated to nothing of the kind- So we get ba^ to the fact that it 
is a pure battle of prices- I think there is one further point of agree- 
ment between both sides of the House, and that is that when you get 
your ratio adjusted and stabilised in gold, after a certain time — ^there will 
be no agreement about the time, for some will say it will happen soon 
while others will claim that there is a great lag — ^but I think both sides 
of the House will agree that ultimately in the long run internal prices 
must adjust themselves to your ratio- ^d when that is reached, although 
a great many people will have suffered in between and some will have 
made fortunes, it will no longer matter. 

Sir, we. reach this conclusion, that it suits some people to have a 
period of instability and move from one ratio to another. In that period 
. some people will gain, and some people will lose; that is 

® a necessary corollary. We have got to consider who those 

people are- Those who advocate la- 4d* tell us that the people who 
stand to gain by this period of unrest are the majority of the people- 
{Cries of “No/*) Honourable Members say “No-** but surely if you 
admit that in the end it makes no difference, the only virtue of the one 
and foiir-penny rupee lies in the interval before it is reached- Is not 
that so, Sir? The only virtue lies in this period of instability,? (Sir 
PuTshotamdas Thakurdas: “How long is it?“) That is important. (Sir 
Purskoiamdas Thakurdas: “That is most important.**) Sir, I have 
examined the arguments of the other side with the greatest will to under- 
stand them- But I found in them all a curious boomerang quality which 
makes them return to strike the user of them- The Honourable Member 
asked me how long would be the interval- I do not know what answer 
rhe wants* (Sir Purskotamdas Thakurdas: **You have made up your 
mind.**) Wa have been told first that it will bring an imme^ale 
benefit of a 12 per cent, rise in agricultural prices. We are to-ld by 
the same people that the lag is so groat that the actual rise in the cost 
of living will be ve:^ small- I am quite prepared to accept the state- 
ment that the lag is considerable but I would point out this. Yo-u 
cannot on the one hand say that there will be no dislocation, trade will 
not be interrupted, everything will go on as before — you cannot do that 
on the one hand and on the other come forward and say that there is a 
lircmendous lag, such a lag that there will be no rise, no immediate rise 
in prices. (Sir Purshotamdas Thakurdas: “That is what we main- 
tainei**) I admit that if you maintain that you are living in a totally 
different world from that in which 1 live- I am trying to bring the 
House back to reality- Some Honourable Members still Hve in a world 
of their own. They say, “It would benefit exporters to have a 1«. 4d. 
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rupee and injure importers'*, and yet we have Mr. Birla and Sir Victor 
Sassoon eommgi forward to tell us that although it is going to hit the 
importer, nevemeless it is not going to hit the imports, that the customs 
receipts are to be the same as beiore* {Bit Purahotamdaa Thakuidaa: 
“Because the buying power of the country will be increased; don't you 
see that is the whole point?'') The whole idea of the Currency League — 
as 1 have seen it and as they expressly state it, — ^is that la. 4d. is gpod 
for e^qiorters, and la* 6d. is good for importers, and hits the exporter against 
the importer- Yet we are asked to believe that the Finance Member 
will get the same amount of customs receipts from imports as he would 
have got if we maintained the ratio at la. 6d. 

Now, Sir, let us examine the mam basis of this desire to depreciate 
the rupee. Let us try and get before our minds exactly what happens- 
Let us suppose that there is a speculator in Bombay who has one crore 
of rupees to handle- Now what does that mean? That means that he 
has control over the goods and services, the labour, of Indians of all sorts 
to the extent of one crore of rupees- Bie can make them work for 
him, he can command their goods and services to that extent. Well, 
Sir, he exchan£|es that crore with somebody in London for English money. 
At the present rate of exchange he will get £750,000- What does that 
mean? It means that he has resigned his claims to the goods and 
services of Indians and he has acquired a claim to the goods and services 
of Englishmen, houses and lands and so forth, and whatever he wants in 
England. That is what the present ratio gives him. Now, Sir, it suits 
that speculator to depreciate the value of Lidian labour, to depreciate the 
value of Indian goods, to depreciate the value of the goods of his own 
coimtry. As soon as he has forced the rupee down to Is- 4d., instead of 
using his money in England, he sends it back. So we find that mstead 
of a crore, he gpts 1 crore and 12^ lakhs — ^because the rupee has been fixed 
at Is. id. That means that he has now increased his hold upon the goods 
and services of Indians. He can make them work for him to the €^em> 
represented not by one crore but to the extent represented by 1 crore and 12J 
la]^s. If he were to wait till the end of this long lag, it is quite true that 
the rupee having depreciated, he would, for his one crore and 12^ laldis, 
get jio more goods and services than what he originally got for a crore, but 
in the interval of the whole process of readjustment, he is going to get 
a very great deal more for his money. During) the period after the war 
it was my fortxme to travel about in a good many countries with dis- 
located exchanges and I had the whole process of what is happening forced 
upon my attention- I saw, in countries where the people were being 
ruined, speculators at work trying to force down the exdhiange of their 
own coimtry in order that they should do exactly what I have described 
to you. If the House will bear with me, I will tell you a short incident 
which happened to myself. I travelled with my wife to Soviet Eussia. 
We crossed the Persian frontier and we travelled in a covered goods wagon— - 
which was all that we could get from that Government — We had it fitted 
up, and we travelled to Tiflis, and we had the best of everything that 
was going, that is to say we went to resturants, and to the ballet and 
we did everything we wanted to. We went on to Batoum, and finally 
we left Eussia- We spent three weeks in all- Well, Sir, I was getting 
800,000 roubles for the pound, and I spent in those t^ee weeks 8 million 
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roubles* The people that I paid ^ere paid enormous sums in com- 
parison with the pre-war standard when the rouble was worth two shilliags, 
but they were actually starving. I was getting their goods and sor\’ieeh 
for three weeks lor the sum of ten pounds That is 
to say my wife and myself took that labour and had their goods for a 
sum of £10* Well, Sir, it was frankly a steal. I had also a friend who 
went to stay in Vienna with his wile about four years agio when the ex- 
change was in a chaotic condition. He brought a large amount of 
Austrian exchange, and thev had a thoroughly good holiday and every- 
thing they V anted, and at the end of it, he had a certain amount of 
Austi’ian exchange left over- There was then a sharp recovery in Aus- 
trioD exchange and ho sold it agisin, so that when he came home not only 
had he had a holiday for nothing but he had made a little* Now, Sir, 
that means that he made Austria work for him. Honourable Members 
may say what they like; they may cover it up; they may do what they 
like* But they cannot get away from the fact that that is what happens 
when you depreciate your exchange and during instability. They are 
making their owr coimtry to a certain extent the slave of another country. 
They are cheapening its labour and cheapening its goods in the markets 
abroad. I ask how that can be good for the whole country. Clearly we 
must agree that it cannot be good for the whole comitry. 

Now, then, we will ask how can it be good for particiilar classes. I 
fully understand the right! of particular classes to come forward frankly and 
represent their interests properly. I can understand the position of Mr. 
Chalmers who represents the tea industry if he says " I represent tea 
planters; we arc exporters in competition with foreign countries and for 
a time during the process of instability we will make a bit out of it.*' That 
is a proposition to pui. T understand the position of the jute merchant 
who says " I happen to have a monopoly crop; I can get my price and 
therefore actually the ratio does not ma^er to me. What I do want is 
btability to make forward contracts. Therefore I am in favour of Is. 6d.** 
That seems to me to be a very proper position. I can understand the 
position of the European who says “ I remit money home and I would 
very much like to see exchange remain at la. 6d/* We had a reference 
to that position to-day. I am perfectly certain that that was not a con- 
bidcralion that was present in the minds of the Commission and I am 
equally certain that that was not a consideration that was present in the 
minds of the Government. But I know enough of human nature to know 
that any European, who has charges at home, would prefer not to suffer 
during a period of instability and would like to continue to have a la. 6d. 
rupee. It is perfectly true, again, that when the whole thing has been 
evened out, when we get back stability, the European would have to get 
a higher salary or his profits would be altered, and there would be no 
difference at all to him. But it is important to him that there should not 
be a period when he wiU lose. I understand the feeling of the European. 
Bui, Pir, what I do not understand is why nobody in this House represents 
cotton Not a word has been said for cotton. I did not hear the Honour- 
able Member sav anything about cotton. I am told that in this matter it 
is the interest of the ryot that is being repres^ted, but not the interests 
of cotton. I quite agree that the Honourable Member put forward his 
views very clearly before the Commission. As regards the cultivator, I 
have already shown that the present prices have no conneotion with a 
Is. Ad rupee, that we have had a period of falling prices', and that the 
highest point in prices and the highest point in wages was reached under 
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the 2-shillirLg rupee. That proves that those wages are quite mdependent 
of the Is. 4d. rupee, and that they were attained for the same reason 
that they were attained in practically every country after the War, owing 
to the fact that people since the War put a higher value on the services 
and insist on a higher standard of life. Once you have reached that 
standard, it is extremely difficult to get it down. Sir Purshotamdas 
Thahurdaa told us that his heart was heavy for the ryot. I am very glad 
of his humanitarian feelings. I would ads: him at the same time to look 
a httlo nearer home at the busthies of Bombay, and decide for himself 
whether he thinks that it is an appropriate thing to reduce the real wages 
of Bombay workers. 

Sir Purshotamdas Thsburdas: They are going to be ultimately reduced 
with la. 6d. They cannot be the same as at 1^. 4d. or under. They must 
be adjusted to the higher ratio. 

Mr. Arthur Moore: I am very sorry to hear that. 

There was another point as regards these grains of gold. It is quite 
true that if \ou depreciate the value of the rupee in grains of gold, you 
do depreciate the value of rupee loans and the Honourable Member claims 
that that would be an advantage to Government. But I would point out 
to you that it is only in the last two or three years, 3 years I think, that 
we have not had external borrowings. We arc now consistently borrowing 
in rupees, and are we asked to shake the confidence of India by telling all 
those who lent rupees to Government, that we are prepared to depreciate 
the rupee? It is curious that Sir Purshotamdas Thakurdas did not touch 
on the sanctity of contracts to-day. We have heard the argument that 
Is. 4d. rupee is the rate which will not increase the agricultural debt. 
But what about the sanctity of contracts? Sir Purshotamdas comes for- 
ward this afternoon and says it does not matter what the rupee is, even 
though people lent their rupees to Government at Is. 6d., because it 
happens on this occasion that Government will thereby get rid of a certain 
amount of debt. That is a disastrous process. It was certainly the way 
that Germany dealt with her internal debt after the War but she ruined 
a vast number of her own people and the actual wealth of the country to 
a very large extent changed hands. Is that the process that we are 
inviting? 

Sir Purshotamdas Thalnirdas: That is what you did in 1898 when you 
fixed the rupee at Is. 4d, 

Mr. Arthur Moore: We are asked not only to depreciate rupee invest- 
ments, we arc also asked to depreciate the silver savings of India. The 
unfortunate people who have thoir silver savings in India have been suffer- 
ing continual depreciation. Wo are now asked to depreciate those savings 
further. 

Sir Puri^otamdas Thatairdas: la. 4d.? T5o you depreciate them 

further by Is. 4d.? 

Mr. Arthur Moore: Certainly. 

Sir Purshotamdas Thalnirdas: Go ahead please, full steam. 

Mr. Arthur Moore: The estimate is, I think, 100 crores of hoarded 
rupees. It is surely perfectly obvious that if you depreciate the value of 
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the rupee you depreciate the savings of everybody whose savings are in 
rupee coin. The Honourable Member’s intellect is equal to understanci- 
ing that. 

Sir Purshotamdas Thalnixdaa: Qo ahead. We will judge about the intel- 
lect ft little later. 

Mr. Arthur Moore: 1 will continue the question of debt. Pandit Madun 
Mohan Malaviya made out a very strong denunciation on this question. 
There is nobody for whose intellectual honesty I have greater respect than 
Pandit Madan Mohan Malaviya. I would ask him, instead of reading a 
verbcsfc denunciation by somebody else on this question, to apply his own 
intellect to the actual process that happens. I would ask hhn. whether 
when people borrowed money at la. 4d. and when the cost of living was, 
say, at 100 points and they are now asked to repay when the cost of living 
is 150, will the debt they borrowed be repaid really in goods and services if 
they only repay Is. 4d. I will put the question in this way. Leii us sup- 
pose that 20 years ago Pandit Malaviya and I met at a telegraph office 
somewhere in India and I wanted to send a telegram, 1 had no money on 
me and so I borrowed Rs. 1-8-0 from Pandit Malaviya and I sent my tele- 
gram and forgot all about it. Supposing to-day he accosted me in the lobby 
and reminded me about it. If I produced Ils. 1-8-0, I would be discharg- 
ing the contract, unwritten if you like; but would I be repaying the debt? 
Would the Panffit bo able to get for that Rs. 1-8-0 to-day more than one 
rupee’s worth of what he would have got 20 years ago? Would he be able 
to send such a lengthy telegram as 1 sent 20 years ago? Obviously he 
would not. {An HonouxabU Member i “Rates were much cheaper then.") 

Well, Sir, I have tried to show the bare bones of what happens in this 
exchange of goods and services. 1 do not wish to quote authorities, but 
there is one name which I should like to mention, because I hope that Hon- 
ourable Members opposite will listen to h’m with respect. In the begin- 
ning of this session they very properly, from their point of view, put for- 
ward a plea to have Mr. S. C. Miiia in this House. Mr. S. 0. Mitra is not 
with us ; but we have his views. He is absent, but he speaks. Members 
claimed that he should be here on this momentous occasion; he is not here, 
but I will read h's views which are these : 

** My views about the coming currency legislation are not in agreement with those 
of the Bombay capitalists. The real interests of the ryots will suffer at a lower rate of 
exchange, and I agree with Mr. Ghaudhry that the interests of the capitalists and 
the general public are at variance in this particular case. But unfortunately nobody 
in Bengal has paid any attention to this aspect, while the financiers of Bombay are 
misleading public opinion." 

Wdi, Sir, that is the opinion of Mr. S. C. Mitra - . . 

Mr. Jamnadas M. Mehta: I suppose you are his follower. 

Sir Purshotamdas nialnirdas : You accept his opinion whenever it suits 
you, 

Mr. Arthur Moore : Quite so : I should not quote hjin if I did not agree 
with him. 

Sir, when I hear the music of Bombay and I am told that wonderful 
things can be done by this 2d., that we are to have a paradise from this two- 
pence coloured, I am reminded of iho story ol the wicked rich man who 
died, and after his death, presented himself at Heaven’s gate. 

He was asked what good deeds he had done to justify adnjssion, and 
after considerable ransacking of his memory he said that he had once given 
two pence to a poor man. The entry was looked up by the recording 
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angol end found correct, but it seemed an inadequate deed to procure 
admission. So the matter was referred to a Select Committee of 
Archangels, just as might happen in this House. The Committee decided 
against the claim, and St. Peter was told to repay him and send him 
away. So St. Peter produced the money and said to the rich man “Take 
your tuppence and go to Hell.** Perhaps it might be more Parliamentary, 
Sir, it J said “to the other place.** Sir, when I hear the music of 
Bombay and the wonders to be done by knocking tuppence ofE the 
rupee 1 am sometimes moved to think that the Finance Member 
might use the phrase attributed to the Saint in the story. But 
I do not think the Honourable Member will do so, because 
he js now bringing to an end a certain work. Sir, I remember 
that two or three nights before the Honourable Member first sailed for 
India in December 1922, I was present at a very small dinner party of six 
including himself, and I was extremeh interested on that occasion to try, 
if I could, to penetrate his mind and purpose on the eve of going out to 
India at a time when the finances of this country were in a deplorable con- 
dition. I went homo ihat night feeling ihat T had gauged his purpose and 
I formed a certain opinion, which I have never changed. I came to the con- 
clusion that the Finance Member had marked out his own part in the oar- 
ir^dng out of that famous Proclamation of August 1917, whi'^h held out a 
prospect of a far larger measure of self-government to this country. He 
had marked out for himself as his own part in that great work, to try to 
give India a larger share of financial autonomy. Sir, the control of London 
I think was often extremely valuable in the last contiiry, but I do not think 
that any one who read*, the records of this country, i.e., of the last 25 years, 
can come to any other conclusion than that the interJEerence of Whitehall 
with the Finance Member for India has been disastrous. If I may put in a 
phrase what I judge to be Sir Basil Blackett *b policy it ip Ih's “the Secre- 
tary of State must decrease, and the Finance Member must increase.’* 
This year the Finance Member br iius before us in these* three Bills what is 
really a tremendous measure of financial autonomy. For the first time, 
the currency of India is to be entirely free of control from London, and 
the einrency of India is also to be free of the control of Govemmfnt. It, 
St, this House rejects that measure, if we prefer to say “No, not yet; 
we wart a little gamble; we want to see some money changing hands,* wo 
want to see the richer richer and the noorer poorer,*’ — we decide to do 
that, then I think ihat we should convict ourselves of incurable levit'*’, and 
that we shall be doing an injury to the cause we have at heart. 

Mr. Presideut: Before we proceed fiuther, I should really like to ascer- 
tain the opinion of this House on ore question. All sections of the House 
are agreed, so far as I could see, that the Bill should be taken into consider- 
ation. If I am correct in this, I should like to ask Honourable Members 
whether it is really worth w’-hile, when all parties are agreed, that they 
should go on discussing this motion any further. There will be ample 
opportunity for Honourable Members to speak on particular amendments 
which will come up later on. But I am entwely in ihe hands of the House. 
If there was a desire on tho part of Honourable Members to continue the 
discussion, I was quite willing to do so, but I thought it was my duty to 
make the suggestion in the interests of the debate. 

Mr. M. A. Jinnah: Speaking on behalf of my group, Sir, I am perfectly 
willing that the Bill should be taken into consideration. We are certainly 
in favour of this motion. WTiatever may be our views with regard to the 
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several amendments, I am certainly of the opinion that no further time 
should be lost In discussing the motion that the Bill be taken into considera* 
tion. 

The Sonoorable Sir Basil Blackett: I should be very glad to waive my 
right of reply. 

The Honourable Sir iUexander Muddiman (Home Member) : On that 
question, the closure may be put. 

Ur. President: 1 should like to know the views of the Swaraj Party. 

Mr. S. Srinivasa Iyengar (Madras City: Non-Muhammadan Urban): I 
also think that it would be better, if we have to speak on the amendments 
at length, if we do not proceed with our discussion on this motion. Of 
course, several Honourable Members have not yet spoken, and it may be 
necessary that they should speak at some length, of course quite relevantly 
upon these amendments also. 

Mr. President: The Honourable Member must know that there is no 
time limit for speeches on Bills. " 

Mr, S. Srinivasa Iyengar: Therefore, Sir, I certainly agree to the course 
just proposed, because it will make the debate more relevant. 

Mr. M. B. Jayakar (Bombay City: Non-Muhammadan Urban): We 
also agree to the same course, Sir. 

The Honourable Sir Basil Blackett: I prefer to waive my right of reply 
in these circumstances. 

Mr. President: The question is: 

** That the Bill farther to amend the Indian Coinage Act, 1906, and the Indian 
Paper Currency Act, 1923, for certain porposes, and to upon the Governor General 
in Council certain obligations in regard to the purchase of gold and the sale of gold 
exchange, be taken into consideration.” 

The motion was adopted. 

The Assembly then adjourned till Eleven of the Clock on Tuesday, the 
8th March, 1927. 





